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This book is the joint production of my brother and 
myself Foi many years we have taken part, often in 
close association, in the Grovernment of India, and it 
would be a false affectation of humihty to profess 
that this part has not been an important one Theie is 
hardly a great office of the State, from that of Lieu- 
tenant-Goveinor or Member of Council downwards, 
which one or other of us has not held, and there is 
hardly a great department of the administration for the 
management of wlucli, at some tune, one oi other of 
us has not been responsible If we have not gained 
wisdom, we have at least had lare opportunities for 
obtaining knowledge and experience 

We Iflive written this book in the hope that what- 
ever light we can throw on the origin and operation of 
the important financial measures adopted m British 
India during the last ten or twelve years, may be 
ueeM to those who follow us in its government 
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When a man has been constantly, thr,ough a long 
senes of years, wntmg and speaking on subjects like 
these, there must be much about which ho* can say 
nothing new Strmgs of quotations fiom one’s own 
speeches and minutes and reports do not look pleasant, 
and therefore the authors have not scrupled to repeat 
without acknowledgment, and with as little oi as much 
change of expression as seemed desirable, anything 
which they have said in the past, and ■vfhich they 
cannot say better now As Mr John Morley has 
observed, in somewhat similar circumstances, ‘these 
borrowings from my former self the reader will per- 
haps be wilhng to excuse, on the old Greek principle, 
that a man may once say a thing as he would have it 
said, 8ls Se oIk ivBexerat — ^he may not say it twice ’ 

It IS not worth while to attempt to explain the 
shares in this book which belong respectively to my 
brother and to myself The opinions we hold on the 
subjects discussed are so much m unison, and have 
been so constantly formed in close personal communi- 
cation, that for our own part distinctions are super- 
fluous When the first person is used, it may mean 
either the one or the other of the authors. 

We feel that this work, treating as it does only of 
matters diiectly connected with the finances and public 
works of India, is necessanly incomplete The progress 
made in the last twenty years is not confined to the 
improvement of tiie financial administration, and to the 
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construction of the great public works by which the 
material interests of the country have been so largely 
promotedl , it is seen in every branch of the administra- 
tion, and in the whole condition of the people, and 
these 'lieneficidl changes are so intimately bound up 
with one another, that a book which contains, so to 
speak, only a single chapter of a most remarkable 
history, can give no adequate representation even of 
those factswvith which it immediately deals 

Besides the reforms more particularly described in 
this book, which have served to lighten the burdens 
pressing u])on the people, to give them greater means 
of material progress, new markets for their produce, 
cheaper salt and cheaper clothing, the country has at 
the same time obtained better laws and better ad- 
ministration a first step has been taken by the State in 
recognising its duties towards agriculture, the most 
important of Indian industries , municipal institutions 
have been created, the foundations of a true national 
education have been laid, the health and comfort of 
our soldiers has been greatly promoted, and improve- 
ments made m a hundred other matters A complete 
history of recent Indian progiess remains to be written 
Such a history would contain the record of the 
work in which Englishmen in India have been the 
greatest Viceroys, governors, and councillor have 
done much, but soldiers and civilians, whose names 
have hardly been heard m England, have done more 
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m Silently building up the splendid fabric of our easlern 
empire The every-day work of administration is that 
whereby the real foundations of our power are mam 
tamed and strengthened, and the well-being of the 
country is secured It is, mdeed, the part of an fndian 
official’s hfe to which even those who, hke oui selves, 
have been actively concerned in the central govern- 
ment, commonly look back with the gi eatest interest , 
and they, whose hves have been spent in the daily 
discharge of these duties among the people, may faiily 
claim to be associated with the great results to wlmh 
their hardly recogmsed labours have contributed The 
authors of this book may be forgiven if they take some 
pride in adding that they themselves belong to the 
third generation of their family whose lives have been 
devoted to worbng for great objects in this magnih- 
cent country 

That I have been able to do something in pre- 
serving for future generations great woiks of dit, like 
the T^j and the tomb of Akbar, I may reckon as a 
personal satisfaction, and not among the least of 
those to which I can look back in my career. 

In writing the following pages it has been our 
desire to assume as far as possible an impersonal atti- 
tude, and to avoid expressions of praise or blame But 
It would be inconsistent with what is due to the 
memories of Lord Lawrence and Lord Mayo, not to 
record m emphatic language our deep sense of what 
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ludU owes to these statesmen fox tlieir share in intro- 
diuing the chief ineasuies of winch this volume is 
designeci to &upj)ly the history — namely, the prosecution 
of xixigation woiks and railways with boxrowed funds, 
the decentralisation of the financial admimstration, the 
establishment of tiue Piovxncxal responsibxhty, and the 
equalisation of the Salt duties Those only who know 
how heavy is the buiden placed on the Viceroy of 
India will piopeily appreciate the great results pro- 
duced in Lord Mayo’s too short tenure of ofiice And 
with these names must be associated that ot Lord 
Lytton, to whom India is gieatly indebted for the 
furthet development of these me<.isuies, and for having 
taken the fast stejis towards introducing a policy of 
Complete fice tiade 

One fuithei acknowledgment has to be made This 
work would not have been undertaken if Mr Chapman, 
lately Secietary to the Government of India in the 
Department of Finance and Commerce, had not given 
me his active co-operation and helj) in the preparation 
of Its materials Without this some of the chapters 
• could liardiy have been wiitlen Hie book is, I hope, 
a lecord of progress, and no one des<‘rves honoui for 
that progress more than Mr Chapman lie has done 
00 much, dunng the last ten yeais, to lender the 
financial odminwtration more enhghtened, progressive, 
and efficient, that he may almost be said to have 
erealed it , and Uiere is haidly one of the great 
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measures described in this book, with which I Kme 
been personally concerned, to the successful prosecution 
of which he has not largely contributed *# 

The authois have also received from Mt George 
Batten much assistance in the revision of tlie Book, 
and many valuable suggestions for its improvement 

JOIIX STUAGIIEY 

VlI,X.A SpHTOXA, FlOEDIfOF, 

October, 1881 



CONTENTS 


(CHAPTER I 

iNIRODITCJCOEy 

Great changes m India in recent years—Bemand for admmistiative 
and xnateml improvements-— Expansion of revenues and expen- 
diture^ — Growth of import and export trade — Outlay o^ rail- 
ways and imgation works— General pi ogress of the country in 
wealth and good government 1 


OHAPTEB II 

mOSEBBS AND mBSMT OONniTION OF JHP KBVBNOES Alfl) 
KXFBnrniaxTKB 

Public income of India largely derived from sources other than 
taadMion— -Lanji revenue and forests — Tributes— Opium — Ad- 
mmistmtive services — Public works — Other receipts — Taxation 
pit^r — Excise— Customs — Salt — Stamps — Birect taxes — Pro- 
vincial rates— Incidence of taxation on people —Local taxation — 
Ohanps in forms of account — BiihcultK^ m wa-v of compan- 
ionfi between past and present IH 


OIIAPl'EK HI 

wm&mm km tmmt common of thb rhykniibs km 
mv^moxTvm-^eonftnKfd 

ImA revenue— Tributes from native states— borests —Opium- 
Mlieellimeoi^ receipts— Total receipts other than taxation- 
^eiee— Salt— Stampe— Customs — Capitation tax m Burnm- 
lieraie to— Provimnal rates or cesses— Total receipts JVom taxa 
Hen— Tend revimues 



XIV 


CONTEOTS 


CHAPTEB IV 


PTiOGEEBS AKD PEESENT COEEIIIOH Olj THE EE^PNfJES ANIJ ^ 
m^mmTm'B-^confzmed ^ 

Charges under land levenue include cost of internal administijatiou 
— ^Administration and minor departments — ^Total cliaigos hv 
effective civil services — ^Non-effective cnil chaiges — Interest 
on debt — Public works chaiges — Guaianteed raiiwa^^s — Pi€- 
ductive public works — Ordinaiy public woiks — Loss bj exchange 
— Army — ^Increase of military chaiges and necessity for reduc- 
tions — Provincial surplus and deficit— Explanation of these entries 
— General conclusions as to growth of expenditme 


f AfiK 




CHAPTEB V 

PEOGBESS ANJy PBESBNT CONDITION OP THE ia.VPNEEa AMJ 
EXPENDITXJEE — conttnuecl 

Beasons for excluding charges for famine and war horn mmw 
of revenues and expenditure— General leaults of past twelve 
yeais — Amount of surplus excluding famine and war — Correc- 
tions to be applied to ensme proper comparisons— Effect of famine 
and war expenditure on the balance of ordmaiy rovenne and 
charges — Statement of ultimate deficit — Measures taken to meet 
future famine outlay — ^How far successful — Influence of expendi- 
ture of borrowed money on public works on financial poeiton— 
Present normal surplus sufficient to admit of farther fiscal 
reform 54 


CHAPTER VI 

THE HOME CHAEGBS 

Tlie Home Treasury how replemshed— The disbursementa ekaatfied 
^Intereat on debt — Charges for civd administration — Army— 
Non-efiective — Effective — Stoics — Ouaranf^Msd rfolwaya — 
General results-^Increase how accounted fotv-Lai^ly dm to 
railway transactions— Secretary of State’s tells— Their amount 
—Means of reducing the home charges— Bedoction of debt— 
Transformation of sterling into rupee Imbihtxea— Summasy of 
elusions 


CHAPTEB VIJ 
PEODtrorxvE pebeio woees 

Expenditure on puWic works before lt<Cir 68~Borrowing suUtoiim! 
in 1864 to cany on imgation works — Extraordinary publie * 
woikfl— Ektonsion of s^stom in 1K70 to railways- PnnciplM 



CONTENTS 


adopted and pxecautions taken — Foiecasts of expenditure — 
^Ohange^ '\)f system subsequently inti educed— Productive public 
v^nks — Policy considered by Oommittee of tlie House of 
Oora(j.mons and conclusions adopted — Compaiison of actual results 
with forecasts — Great improvement in consequent financial 
position — Practical utility and value of works — Guaranteed and 
"State lailways— Iirigation works — ^Their present position and 
prospects — General conclusions — Complete success of the policy 86 


CHAPTER VHI 

IJIE PUBLIC DEBT OP INDIA 

The true cnteiion of policy of boi rowing for public works how to 
be found — Investments m reproductive works should be dis- 
tinguished fiom oidinaiy debt — ^Review of increase of debt 
and its present amount and constituents — Oidinary debt and 
chaige for inteiest greatly i educed — ^Inteiest on public woiks 
investments how tar co\eied 1)} net income — General position 
of debt and public works capital- — ^Returns fiom these invest- 
ments— Discharge of debt how lar desii able— Sterling debt — 

Its large increase— Impoitance of pi e“v anting its giowtli — Diffi- 
culties in way of its reduction — Rupee debt — ^lilxpediency of 
establishing a sinking fund lor discharge of debt inclined for 
public woiks — Maiket price of seouiities indicates complete 
maintenance of credit of Indian Government notwithstanding 
I increase of debt — Guaranteed railway capital — The obligations 
j it creates — Import^ince of exercising powers of purchase — Results 
of purchase of East Indian Railway 115 


CHAPTER IX 

dbobntkalxsation op financial administration and lxtlnbton 

OP TUF POWFB8 AND RBSPONSIBILIIXPS 01 TOCAL GOVEBNMINTS 

Great extent of IndiB — Differences among its provinces— Formation 
of separate administrative governments — ^But without financial 
power — ^Neo^ty for such powers recognised — Difficulties caused 
by its absence — Measures for its introduction suggested — Gained 
out by Loid Mayo m 1871 — His measures described — First 
applied to expenditure — ^Their effect— Their deficiencies — Ex- 
tended in 1877 by including revenue— The scope of these exten- 
sions— Further extensions contemplated — General results of 
policy of deoentralieaticm— Should he applied to management 
productive puMio works— Sr A Edens opinion on results of 
policy m Bengd— These measures very different from proposals 
made hy Mr 132 



OONTIiKTS 


XVI 


OliilPTER X 

^ l^fANCIAL MSlASUEl!.a l?OK MiLXIKG X^AMXNU WABIlfti“IW 

Pamine liabilities must be met horn le venues — Their heavy amount 
—Lord Salisbuiy’s opinion of necessity for iocalisinf— l)ail|;er 
of meetmg by bon owing — Pio%incial revenues of lli*ngal made 
liable for charges arising frcfo works to gue piotection against 
famine — Similar steps in North-Westein Provinces — Lord Nortli^ 
brook’s views— Probable amount of famine evpenditiire estimated 
at one-and-a-half million yeail} — Decision to obtain special 
yearly suiplus of levenueof this amount — To be applied directly 
or indirectly in reduction of charge for debt— hresh taxation 
how far needed— Actual leceipts from new faxes — Miacon 
ceptions as to famine insurance — Oieation of a fund not pro« 
posed— Plan necessarily inopeiative in absence of real surplus 
— Changes of policy made by Home Government — Substantial 
realisation of reduction of charge for debt by growth of public 
works income 


CHAPTER XI 

MEASTJBDS POB OIVIKO PBOTrOTIOIT AGAINST PAMINF 

Recurrence of famine still unavoidable — ^Measures of alleviation 
and prevention possible— Necessity for applying them— JLoid 
Northbrook’s opinion— Extension of railways and irrigation 
re(3[mred — Insuiiicienoy of measures actually taken — Lord 
Lytton’s programme— Emigiation not applicable— Importance 
of early extension of cheap railways— Value of irrjgafeion— Co- 
operation of local governments to be secured— Steady supply of 
funds essential — Plans frustrated by orders for reduction of 
outlay on pioductive works — Other restrictions imposed-. 
Application of half of famine surplus to unremuaerative works 
proposed— Objections stated to arrangements made for doing 
this * 

OHAFTER Ml 

TAXAnON IMJPOSBn IN 1877 ANO 1878 

Taxation for famine relief should be general— .Keirapoaition of In- 
come tax impracticable— Classes specially liable— Traders hitherto 
unduly exempt from taxation— License tax proposed— Additional 
rates on land in Bengal— In Northern India— Amount raised 
irom land— Incidence of license tax— Its extension to officials and 
professions— Direct taxation how far now applicable and desirable 
—Frequent changes in past arrangements most misciuevoue- " 
Necessity for retention of cesses in Bengal and license tax on* 
traders for proper adjustment of burdens— Reduction of taxation 
where first needed , 



CONTENTS 


XVll 


OHAPTEE XIII ^ 

THE SALT AKL SHGAE DHTIBS 

* PAGE 

Sources of salt supply in vanous provinces — System of raising duties 
— Origin of duties — Abolition of intfernal customs duties — Salt and 
sug^r excepted — Eates of duty varied m different provinces— Pre- 
ventive line across India — ^Eesolution m 1869 to equalise duties 
and abolish customs line — ^Lord Mayo’s measures—Fuither steps 
taken in 1878— Duties partially equalised — ^Eaised in Bombay 
and Madras — ^Eeduced in Northern India and Bengal — ^Fmal 
reduction to 2 rs 8 ans except m Bengal — Arrangements with 
native. states in Eajputana— Smdh — ^Abohtip of customs line 
in 1879 — General^esults on price — Consumption and revenue*— 
Possible further reduction of duty — Salt in Burma— Adminis- 
tration of salt department — Sugar duties — ^Their abohtion in 
1878 216 


OHAPTEE XIY 

OPIUM 

Opium revenue how raised — ^Manufacture in Bengal — ^Export duty 
at Bombay — ^Mistaken idea of tmcertainty of revenue — Causes of 
fluctuations^ — Great variations maples before 1867 — ^True pnn- 
ciples — Eegulanty in supply and® sale — ^Formation of reserve — 
Present variations arise m chaises which vary with crop and 
season — Income steady and increasing — Actual charge of year 
not properly debited to quantity sold — Excess represents value 
of reserve — ^Corrected net income — ^Further apparent uncertainty 
caused by deliberate under-estimate ordered by Secretary of State 
— This in present year one-and-a-half million — ^Eeal risks attend- 
ing opium revenue aa:i8e fiom English opinion that trade is 
immoral — True position of China m relation to opium — Sir 
Thomas Wade’s testimony — ^Account from Shanghai — ^Facts do 
not justify interference^ — ^Probable effect of substituting excise 
for monopoly — Eelative fiscal results from Bengal and Malwa 
systems — Equivalent duty corresponding to price— Importance of 
nmiltaimng reserve — Possible tother extension of cultivation — 

An advantage to Bengal agriculture— Objections to reduced sale 
^-Importance of avoiding changes of policy in administration 241 

OHAPTEE XV 
cusaoMs 

4 t 

Gememl fates of duty before 1876— Keductions made by Lord North- 
teodb— Public m India indifferent or unfavourable to 

ft# 8alii&bury*s orders lor removal of import duties 

E 



xvm 


COOTENTS 




on cotton go5ds — ^Declaration of principles hy Lord Lytton% 
Government in 1878 — Special importance of free tra<j 0 to Indm 
—Difficulty of framing an unobjectionable cu^^tomstanff— Fu^ar 
exemptions from import and expoit duties— Dufy on nee ^orte 
remains among exports — Lord Salisbury’s arguments for removal 
of cotton duties — His orders repeatedly conbrnied by House of 
Commons— First step taken by exemption of goods witb wbi^b 
Indian mills could compete — ^Furtbei exemptions m 1879— Their 
effect — ^Enormous increase of imports of dut)-free goods -In- 
creased prosperity of Indian mills — Necessity for eaily extension 
of remissions to all grey goods — After which complete exemp- 
tion should follow — ^Remaining customs duties then of small 
importance — ^All Indian ports should be throwryipen 274 

CHAPTER XVI 

POBEieiT TKADB 

Value of Indian trade smee 1834 — Comparison with England— Excess 
of exports explamed — ^Analogy with United States— Evidence of 
prosperity rather than reverse— Total trade in relation to popula- 
tion — Compared with States of Europe — ^Increase since 1B40 
— ^Recent increase gieatly due to extension of railways— Besulte 
of cheap transpoit — Combined with reduction of customs duties— 
Interests of trade demand further remissions — Neccfi^ayy growth 
of railway revenue with increased trade — Loss of customs 
duties probably at once compensated thus — Expansion of import 
and export trade extends to all classes of goods— Proof of general 
increased prosperity— Mutual interest of England and India to 
remove obstructions to trade caused by customs duties 312 


CHAPTER XVir 
ocxEoi nnxTBs* 

Octroi duties for municipal purposes— Orders k 1868 to pmmt 
abuses— Relaxed in 1871— L^islation proposed m 1870— Its ob- 
jects— Abuses pointed out by Bombay Chamber of Oommrm^ 
Extreme case of Karachi— Decision not to Imilate— 
for future vigilance 


CHAPTER XVIir 
WBiomrs Airn HBisuEiai 

Refom of weights and maasures needed in intemt of trad»v 
Que^ion has long engaged attenhon—Iimiay la 1887— its 
resnlts-^n^tion of weights and measuiea in miotn nt>. 
Tinces— Total absence of umfonmty or definite atanduda— 



CONTENTS 


XIX 


Befiedies pi^posed — ^Adoption of English pound as unit of 
weig!!^ rejected — ^Keasons for preferring kilogramme — ^Nearly 
equaf\^ ordinary Indian seei — Convenience for foreign trade 
— Conclusion accepted by Secretary of State — Act passed in 
1870 to establish metrical standards — ^Modified m 1871 so as to 
exta) 9 .d only to weights and measures of capacity — Act not 
brought into operation hut still in foice — Serious objections to 
present absence of proper standards 339 


CHAPTEE XIX. 

possum SOOTOES OP OTW XAXATIOIT 

Productive taxes few — ^New sources of revenue may be found— Bates 
on land — ^In Bengal — The permanent settlement— Its serious 
evils — ^In Other piovinces — ^Income tax — ^Begistration — Exten- 
sion of present system desirable — Succession tax — Difficulties in 
its adoption — ^Tobacco tax — ^Objections to it — Sugar duty— More 
practicable — House tax — Not recommended — On marriages— 
Bailway traffic — Others — Conclusions — ^Note on Durhhunga 355 


OHAPTEB XX 
otJRKBisroT Aisrn exchange 

Metallic cuirency of India — ^Gold coin not^curient — ^Paper currency 
— Imports ot hulhon and coinage — Competition between Secretary 
of State’s bills and silver as a means of remittance — Exchange 
value of rupee depends on market price of silver — ^Kelation be- 
^^een excess of exports and Secretary of State’s bills— Combina- 
tion of sterling and rupee expenditure in public accounts — ^Adop- 
tion of conventional rate of exchange — Objections to this — Beasons 
for retaining it — ^Amount of loss by exchange — ^How far real — 
Adjustment of accounts between India and England — Arrangement 
with British Government — Guaranteed railway transactions — 

Evils caused by fall in relative value of silver to gold — Effects on 
foreign trade of India— Difference of standards oi value in India 
and England the real cause of all the difficulties — ^Necessity for 
obtaining umformitj'— Complete remedy only attamable by inteiy 
national agreement — Failing bimetallism the adoption of gold 
standard by India essential * • * ^30 

CHAPTER XXI 

fPUHTRB REatHBiSCHsrrS OP PUBHO WORKS ANB PXNANOE. 

Further extension of mlwsys e^ential— Present policy of government 
to favour private enterpr3*e---Objeotion)S to state action considered 



XX 


CONTENTS 


PJkHi 


— ^Mr MiU^s opinion — Its application to India — ^Importanoa of asta* 
blishing local and national ownership of railways— Bfeguktion^pf 
monopolies — Agency of companies how far expedient— Obje^ona 
to system of guaiantee — State working not desirable-^ocai 
management important — ^Objections to borrowing for public works 
— Their inconclusive nature — Reasons for not throwing entirs 
cost on revenues — Considerations which should determine 
charge of debt — ^Necessity for economical construction — Needlaia 
complication of existing rules for undertaking public workii— 
Economy not secured by restrictions only— Provincial renpona^ 
bility desirable— Importance to revenue of income from railways 
— Check of public opinion on provincial financial adminiatration 
suggested — ^Necessity for more equitable adjustment of taxation— 

Risk of reaction against recent measures — Importance of remission 
of imposts on commerce— Conclusion 4Ql 


APPENDIX, 

Tabular statements of the prmcipal elements of the public reveniiei 
expenditure, and debt, from 1800-70 to 1880--81 , 401 

index im 



THE 


FINANCES AND PDBUO WOBKS OF INDIA. 

♦ 


CHAPTER I 

INTEODUCTOBY 

sbbax OHAiraHS in inbxa nr EBomra zlaks — dpmaitd foe AMtnnsiKATivB 

AND HAIBEIAI. IMPEOVEMBITTS— EXPANSION OF EliVBNUBS AND BXPEN- 
DITDEB — OEOWIH: OP IMPOEI AND EXPOKI JC3BADB — ODIULT ON EAIL- 
WAXS AND lEEISAJdON WOEKS — GENEEAD PBOGEESS OP THE OODNIET TN 
WEADXS AND GOOD GOTEENNENI 

The changes which India has undergone during the 
last thirty or forty years have been so great, that it is 
often very difficult to deduce useful inferences from the 
comparison of its present and past condition This is 
especially true in regard to matters of finance 

Comparisons between the levenue, the expenditure, 
the debt, or the1;rade of India now and India as she was, 
though highly interesting in some points of view, have 
httle financial significance, so numerous and profound 
have been the changes m the condition of the country, 
Its available resources, and its requirements for necessary 
adnumstrative and material progress 

temtonal extension of the Empire during the 
last forty years has be«a enormous. Etve great pro- 
vim^ have been added to it, with an area almost equal 

B 
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to that of France and the German Emjpire put to- 
gether, and with a population of more than .forty 
milhons This fact is alone sufficient to sh^ how 
easily we may be misled by general comparisons ; but 
other changes still more important have occurr^, and 
they have been hardly less remarkable in the older pro» 
Vinces than in the new 

Forty years ago there was in India, comparatively 
speaking, httle of what we now think the first neces- 
sities of a civihsed admmistration Wlien I went from 
Calcutta to my first station in the Noith-Western 
Provinces, I was earned about a thousand miles ni a 
box— for a palanqum is nothing better— -on men’s 
shoulders, and it took some three weeks to toil through 
a journey which is now aceomphshed m two days; 
there were no other means of travelhng through the 
richest and most civihsed parts of India. Speaking 
generally, roads and bridges had only b^n to app^ ; 
railways were not thought of, the value of irrigation as 
a means of affording protection to the people from de- 
struction by famine had hardly been recognised ; there 
were few barracks m which English soldiers could live 
with tolerable health and comfort , there were few jails 
in which a sentence of imprisonment did not carry with 
it a serious probability that it would prove a sentence of 
death 

But the country at that tone was entidi^ on a 
of rapid change The eaergies of the Government and ita 
officers, which had at first been unable to do mm 
secure the bare existence of Bntoih power in hiy 
degrees rendered that power paramount. Then wtan 
apphed to its consohdation, and to the evoluthm.i^ an 
organised system of administration out of the chnoe 
bequeathed to us by the old rulers of the country. 
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firm eetabl^hment of order was followed by improvements 
m all directions A vigoious impulse was given to 
matel^l progress, and among the most active causes of 
the great changes which were begmmng must be ranked 
the jptroduction of new and rapid means of commum- 
cation These not only directly developed the resources 
of the country, increased the wealth of the people, and 
profoundly alteied the conditions of hfe, but they stimu- 
lated the vitahty of every branch of the administration , 
they brought the various provinces of the Empire closer 
together, and England closer to India , Enghsh influence 
became stronger and stronger, and all classes set before 
themselves new and higher standards, as they were 
more frequently and immediately brought into contact 
with European habits and eivihsation 

Even before the mutinies of 1857 this process 
of change had made great progress After that 
revolution, which for a time nearly swept away our 
Government through a laige part of India, the change 
went on with enormously accelerated speed Thou- 
sands of Enghshmen, not only soldiers, but Englishmen 
of almcwt every class, poured into India Ten thou- 
sand things were demanded which India had not got, 
but which it was felt must be provided The country 
must be covered with railways and telegraphs, and roads 
and bridges Imgation canals must be made to preserve 
the people from starvation Barracks must be built 
for a great European army, and every sort of sanitary 
arrangement whioh could benefit the troops must be 
earned out, for we did not choose to let our soldiers go 
on dymg like sheep m the old fashion In fact, the 
whote paraphernalia of a great mvihsed admimstration, 
tioeoilding to tibe modem notions of what that means, 
lud ^ provMefl, 
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This was true not only in regard to matters of 
mpeiial concern Demands for improvement, similar 
to those which fell upon the central Goveyftnent, 
cropped up in every city and m every district of the 
country ^ 

Compare, for mstance, what Calcutta was twenty 
years ago, and what it is now This city, the capital 
of British India, supphes an excellent type of wliat 
has been eveiywhere going on The filth of the city 
used to rot away in the midst of the population m 
horrible pestilential ditches, or was thrown into the 
Hooghly, there to float backwards and forwards with 
every change of tide To nme-tenths of the inhabitants 
clean water was unknown They drank either the filthy 
water of the nver, polluted with every conceivable 
abomination, or the still filthier contents of the shallow 
tanks The nver, which was the mam source of supply 
to thousands of people, was not only the receptacle for 
ordinary filth , it was the great graveyard of the city 
I forget how many thousand corpses were thrown into 
It every year I forget how many hundred corpses 
were thrown into it from the Goveinment hospitals and 
jails, for these practices were by no means confined to 
the poor and ignorant , they were followed or allowed, 
as a matter of course, by the officers of the Govern- 
ment and of the mumcipahty. I remember the sights 
which were to be seen in Calcutta in those days, in the 
hospitals, and jails, and markets, and slaughterhouses, 
and pubhe streets The place was ^dared, in official 
reports by the Samtary Commission in 1864, in lan- 
guage which was not, and could not be, Btronger ^an 
the truth required, to be hardly fit for civUBndi to 
hve m. There are now few cities in Europe idth whidh 
the better quarters of Calcutta need fear coinpaiiaoii» 
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and there is hardly a city in the world which has made 
more extraordinaiy progress 

t do not mean to say that Indian cities generally 
were ^ bad as Calcutta This was far from being the 
case, but Calcutta alFords, not the less, a good illustra- 
tion*bf what has been and still is going on in India 
Ulustiations of the same sort might easily be multiphed 
Fifteen years ago, for instance, in the great city of 
Eangoon, containing more than 100,000 people, with 
half a million tons of shipping, there was not a smgle 
pubhc lamp, no supply of wholesome water, not a 
single dram except the surface drams at the sides of 
the streets, and no means of removing the mght-soil 
and filth out of the town About the same time, the 
Eoyal Commission for inquiring into the sanitary state 
of the aimy in India declared that thousands of the 
lives of our soldiers had been and were still being 
sacrificed in consequence of bad and insufficient bar- 
rack accommodation, and neglect of every samtary pre- 
caution So again, the G-overnment was told, and in 
many parts of India it was certainly true, that, in con- 
sequence of the insufficiency of jail accommodation, the 
prisoners were dying at a rate frightful to think of, and 
that the necessary proceedings of the courts of justice 
involved consequences repugnant to humamty 

Thus arose demands for the requirements of civihsed 
life aud of modern administration, which had to be pro- 
vided, and to a great extent for the first time, within 
the space of a few years This was true not only of ma- 
terial apphances, of roads, and railways, and canals, and 
barracks, and city improvements, and so forth , for the 
demand for improved administration became so strong, 
thatlt is not too much to say that the whole of the pubhc 
services have been reorganised^ Thus, for example, the 



police, whicli was m a shameful condition througl 
India, has been placed on a completely new footing ' 
changes m the judicial service, and m the laws which ji; 
mimsters, have been as great , Lord Lawrence, wjfeii 
was Viceroy, declared that the inadequacy of tlie ; 
given to the native judges, and to the chief mimste 
officers of the couits, was a pubhc scandal , manj 
these officers receivmg salaries less than the wa 
earned m most parts of India by the better class 
bricklayers and carpenters Fo honest oi satisfdcb 
admimstration of justice was, under such conditic 
possible 

The demands for every sort of pubhc improvemc 
moral and material, which thus sprung up, could not 
resisted Whatever might be the cost, remedies had 
be provided in the most complete way, and m the short 
time possible There were doubtless those who tliou^ 
and said that as these demands involved the expenditi 
of milhons, comphance with them was impracticable 
would be ruinous Happily the Government of Int 
decided otherwise 

It might perhaps have been better, in regaid to soi 
of the reforms which have been earned out, if tl 
work of improvement had been more gradual. But tl 
fault has been on the right side, A greater or moi 
admirable work was never conceived m axty cousti 
than that which has been undertaken, and m a gtm 
d^ree accomphshed, by Enghshmen in India during tli 
last twenty-five years, and which is still gomg on Thi 
mistakes should have been made uf ^ith 

country as large and as populous as the whole of oivijiee 
Europe was inevitable, and no doubt money has 
been, needlessly or wastefully expended. HeverthelM 
the work has been excellently done, and with this ftirtha 
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merit, that there has been httle talk about it For aU 
this the crecfit is not due to the initiative of the Govern 
ment alone India has indeed been fortunate in her 
Viceroys, but stiU more fortunate in the possession of a 
most admirable and hardworking body of pubhc servants, 
to whose mtelhgence, devotion to their duties, and self- 
sacnfice, the results actually obtained are greatly due 
The magmtude of the work that has been accom- 
phshed IS extraordmary The England of Queen Anne 
was hardly more different from the England of to-day, 
than the India of Lord EUenborough from the India 
of Lord Eipon The country has been covered with 
roads, her almost impassable rivers have been bridged, 
9,000 miles of railway and 20,000 miles of tele- 
graph hnes have been constructed, 8,000,000 acres 
of land have been irrigated, and we have spent on 
these works, m httle more than twenty years, some 
150,000,000/ Our soldiers’ barracks are now beyond 
comparison the finest m the world , quarters which 
twenty years ago had a reputation httle better than 
that of pest-houses are now among the healthiest in 
the British Empire, and the rate of mortahty among 
the troops is not one-half what it was The improve- 
ment m the jads and in the health of the piisoners has 
been hardly less remarkable The cities and towns are 
totally different places from what they were 

Simultaneously with the progress of all these and a 
thousand other material improvements, with the in- 
crease of trade, the creation of new industnes, and a 
vast developmKit of wealth, there has gone on an equally 
remarkable change in every branch of the pubhc 
administration. The laws have been codified, and im- 
{mcved, and simpMed, until they have become the ad- 
of the ftorld. The courts of justice and the 
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police have been revolutionised, and, however far they 
may still be fiom perfection, India has otftained, to a 
d^ee unheard of and unthought of before, prokiction 
for hfe and property, and an honest admimstriition of 
justice All over India we have been building schools, 
and hospitals, and dispensaries The natives of Indiit have 
been admitted to a far larger share in the government 
of their own country Municipal institutions, the first 
practical step in pohtical education, have been estab- 
hshed in all consideiable towns in British India, and 
more than 12,000,000 of people live within their 
hmits It IS needless to continue this catalogue of the 
chants that have taken place , but it is not the least 
remarkable part of the story that the accomplishment 
of all this work, and the expenditure of all this money, 
which have increased to an extent absolutely inc^* 
culable the wealth and comfort of the people of India, 
have added nothing to the actual burden of their 
taxation 

It wdl be plain that in the circumstances which 
have been described, comparisons between the statistics 
of Indian revenue and expenditure at the present time 
with the statistics of thirty or forty years ago have 
Etle financial meamng, but they will illustrate forcibly 
the immense change which has taken place in the con- 
dition of the country and the position of its government 
Thus, for mstance, the gross revenues of India, which were 

21.000. 800^ in 1840, were 40,000,000/ m 1860, and 

66.000. 000/ m 1878.^ The total expenditure, which was 

23.000. 000/ in 1840, was 60,000,000/. in I860, aid 

63.000. 000/ m 1878 The pubhe debtwas 8O,O0O,^)OO/lia 
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1840, 90,000,000? m 1860, and is now 160,000,000? The 
increase m all these cases has been enormous, yet it would 
be a Ottmplete mistake to suppose that growth of the re- 
venue has been due to increased taxation, or that the real 
buiden of the debt has become heaviei The land re- 
venue,foi instance, was 12,500,000? ml840, 18,700,000? 
m 1860, and it is now about 22,000,000? , but there is no 
province in India m which, measured by its incidence 
on the aiea actually assessed, the land revenue is not, 
where it has been alteied at all, hghter than it was 
The gross salt revenue was 4,600,000? m 1860, and it 
now exceeds 7,000,000? , yet in the greater part of 
India the rate of duty was higher in 1860 than it is 
now In 1800, the customs revenue was 3,200,000? , 
and theie was hardly a single article of the import or 
export trade of India which was not heavily taxed , 
the customs now yield a milhon less, and it will be 
shown further on how great have been the remissions 
and reductions of duty, and how great the rehef to 
the people and to trade The income tax in 1861-62 
yielded a revenue of nearly 2,000,000? , and it was levied 
on every descnption of income and property without 
exception The present hcense taxes and the new land 
oesses put together yield about half the revenue yielded 
by the income tax of twenty years ago , they affect a 
ffir smaller number of people, and they arc levied at less 
^an one-third the rate This is not the place to pursue 
these comparisons, but it is a fact not open to question, 
that although the revenues have enormously increased, 
the burden of taxation is now hghter than it was 
twenty-five yeara ago, 

Olher etat^ios illustrate in a remarknWe way the 
that have oocuired in India 

m 1840, tihe total value ftH the imports mto 
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British, Ijadiawas about 8,000,000^ , in 1880 it exceeded 

50.000. 000^ In 1840, the total value of "the exports 
was about 11,000,000/ , in 1880, it was «early 

70.000. 000/ The trade of India is as great now as that 
of England was some forty years ago In 1854, the 
first year for which any figures are forthcoimn^, the 
number of letters passing through the Post Office was 

19.000. 000, while in 1879 it was 132,000,000 It might 
be stated how many miUions of people and how many 
milhons of tons of goods are now carried on the railways, 
and how many telegraphic messages are despatched ; 
but as twenty years ago railways and telegraphs in India 
had only begun to exist, there would be no comparison to 
make In the last thirty years more than 160,000,000/ 
has been spent on railways, irrigation works, and other 
permanently useful objects, from which a grow yearly 
mcome of more than 15,000,000/ is now earned, 
and, as will be shown m the sequel, not only without 
causmg any present appreciable burden on the finances, 
but concurrently with a large virtual reduction of the 
charge for debt 

The intention of the present volume is not to describe 
m detail the progress of British India during the last 
thirty or forty years, but to supply mformation m to 
the actual condition of the finance ; and the growth erf 
the revenues and expenditure durmg the last twdlve yean 
will be fully discussed further on The fbregoing figures 
are therefore given as illustrations merely of the fact that 
India IS a totally different country now iBrom what it was 
And this imphes no disparagement of the work of 
our predecessors On the contrary, great as, with the 
aids of modern science and capital, our own progroos 
has been, it is hardly doubtfiil that each suooenive 
period since our countrymen first establiafaed them- 
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selves as the dominant power m Southern Asia, would, 
when viewed 'iii relation to the circumstances of the 
time, yield m one direction or another results as great 
as those here recorded How great they have been, 
and how vastly beneficial to the people we have taken 
under dur rule, may best be seen by a companson of 
the neighbouring Asiatic countries with British India, 
which has not only been rescued from the incessant 
sequence of foreign conquest, plunder, and anarchy 
which marked its past history, but has in httle more 
than a century acquired a position of peace, good 
government, and wealth, which wiU compare favour- 
ably with many of the older States of Europe 

There have always been, and perhaps always wiU 
be, people who, according to the unfortunate Enghsh 
fashion of decrying the great achievements of their coun- 
trymen, endeavour honestly and persistently to shoVr 
that, in consequence of the wickedness or stupidity of 
our Government, India is in a state bordering on bank- 
ruptcy , that its people are becoming poorer and poorer, 
more and more miserable, more and more exposed to 
rum and death by famme , that crushing taxation goes 
on constantly mcreasing , that an enormous and ruinous 
tnbute IS exacted jfrom India to be spent in England, 
and I know not what else I have neither the time nor 
the inclmation to reply to statements of this sort ‘ I 
know,’ said the wisest of Enghsh statesmen, ‘ the ob- 
stinacy of unbehef in those perverted minds which have 
no delight but m contemplatmg the supposed distress, 
and predicting the immediate rum of them country 
Th<^ birds of evil presage at all times have grated 
our ewrs with their melancholy song , and, by some 
BtWHO^ Sitaht^ cat othar, it has generally happened that 
they htffe pourai forth Iheir loudest and deepest 
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lamentations at the penods of our most abundant pros- 
perity * 

It IS not pretended that, unlike any other aouiitry, 
the social, material, and political conditions of India 
now leave no room for impiovement Defects of many 
sorts can readily be pointed out But it is tiiiough 
the very progress made that these become known In 
the arts of admimstration, as in all other applications 
of knowledge, our views widen with ca<‘h successive 
step we take , and the emphatic recognition that much 
yet remains to be done for the people of India, neither 
dims the lustre of what has been accomplished nm* 
should cool the ardour of those who there continue the 
strife with human misfortune, weakness, or ignorance 
That India has gone on, with a speed hardly sur- 
passed in any country, steadily increasmg in know- 
ledge, in wealth, and in all the elements of progress, 
that every branch of the public administration has con- 
stantly improved in honesty and efficiency, and that of 
aU the thmgs for which England deserves honour m 
the world, her government of India is the greatest and 
best — these are to me facts not requiring to be ai^ed 
about It IS, broadly speakmg, these facts winch ex- 
plain the enormous mcrease which has taken place in 
t^e revenue and expenditure and tirade of ladm^ and 
which have brought about such extiaesdiaaiy diwn^ 
m the condition of the people 

> BuFbe’s TWi X«^ on a JSiffteAb Anot. 



CHAPTER n 

PROGRESS AND PRESENT CONDITION OE THE RBEENUBS 
AND EXPENDITURE 

PrehmiTiaiy Explanations 

PTIBUC INCOMl 01 II.DIA lAEOELTC DPEIVEB lEOM SOEECBS OlHEE THAN 

rAXAjno>r iane eupniti. and eoetsis— lErBoxis— opito— abshnis- 

JKATIM BIUMCES— PUBIIC WOEKS— OTHEB EICEIPPS — TAXATION PEOPEE 
- KXCI8P — CTJSrOMR -- SALT — STAMPS — DIEECI TAXES — PROVINOIAI, 
EArBS— INOIBBNOE OP TAXATION ON PrOPlV-EOOAl TAXATION— CHANOBS 
IN POEMS OP ACCOUM— DliPICUEPIIS IN MAY OP COMPARISONS EETWBEN 
PAST AND PBEBENT 

The gross annual revenues of British India at the 
present time exceed 68,000,OOOZ , but the larger part of 
this great income is derived from sources mdependent 
of taxation This fact cannot be too clearly stated or 
steadily remembered, for, if it be forgotten, no accurate 
conception of the Indian finances, or of the incidence of 
the public bui dens, is possible We hear a great deal that 
IS undeniably true regarding the poverty of the people 
of India and their mabihty to bear heavy taxation , 
and to persons accustomed to judge by an Enghsh 
standard it seems a terrible thing that this poor 
coimtry should be forced to raise every year a revenue 
exceeded only by that of two or three of the greatest 
and n^est of European nations The truth is, how- 
ever, Aat the pubhc burdens m India are light to a 
degree abaoluteiy without precedent, because the State 
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has reserved to itself resources which m other coun- 
tries belong to individuals, and possesses soiyrces of 
revenue which render it in a great measure ind<fpendent 
of taxation 

The most important of these resources is t]ie land 
revenue, a rent-charge in favour of the public, a portion 
of the rent of land reserved by the State from time 
immemorial for its own purposes 

The State in India has always possessed, both m 
theory and in practice, the gi eater share of the pro- 
perty in land, and has been entitled to receive from the 
occupier such portion of the surplus profit after defray- 
ing the expenses of cultivation as it has appeared pos- 
sible or expedient to take The land revenue of India 
IS this portion of this surplus It has been the policy 
of the British Government to encourage the growth of 
private property m land, and even to create such pro- 
perty when no private rights of ownership could be 
found, and it has been an essential part of that pohcy 
to hmit, either for a term of years or in perpetuity, the 
share of the rent or profit which the State is to receive. 
The remainder is private property The rights of the 
State and of the private proprietor are identical in thdr 
nature, both being founded on long established custom 
The object of our so-called settlements of tdie Viid Mivmiue 
IS to define the portaons of the rent which the P t at e and 
private proprietors shall respectively recmve, and to 
give security to the latter that improvements made fcy 
them on their estates shall not lead to an inci^Med 
demand on the part of the Government. A settlement 
of the land revenue has nothing to do, mcoept indirectly 
with questions of taxation, although the detawpluartop 
of the share of the rent which the pnvate promietor is 
to retain has of course the greatest possible efied in 
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determining the value of his property, and affects im- 
mensely his capacity of meeting taxation 

These facts have been clearly explained by Mr 
Fawcett ^ The Government in India, he says, exercises 
over a great poition of the soil ‘the same rights 
of property as those which an Enghsh landlord exer- 
cises over his own estate The Government in India 
takes the place of mdividual landlords, and the culti- 
vators of the soil rent their land from the Government 
instead of from private landowners As far as the 
cultivators of the soil are concerned, it can be a matter 
of no consequence whatever to them whether they pay 
a land tax to the Government, or whether they pay 
rent to private landowners Hence a land tax is no 
harder upon the cultivator, nor does this impost cause 
any loss to the rest of the commumty It therefore 
follows that a land tax, as long as it does not exceed a 
rack-rent, cannot increase the pnce of products raised 
from the land, for those who grow the products would 
not sell them cheaper if they paid rent to a private 
landlord instead of paying the same amount to the 
Government m the form of a land tax A land tax 
consequently differs from all other taxes, for it possesses 
the excellent quahty of providmg a large revenue for 
the State without diminishing the wealth of any class 
of the commumty Those, therefore, are completely m 
error who quote the aggregate amount of taxation 
which 18 raised m India in order to prove how heavily 
the people of that country are taxed At least 
20,000,000/ per annum is obtained m India by the 
tax , but it would be as unreasonable to consider 
this amount as a burden laid upon the people as it 
irOBW’be to ccmsider that the whole rent which is paid 
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to landlords m this country is an impost levied 

upon the cultivators of the soil ’ 

If, indeed, as Mr Fawcett goes on to show, the land 
tax should exceed a rack-rent in amount, the effect 
would be to mcrease the price of agncultuiai piodiu'e, 
and there would be a tendency to thiow land out of 
cultivation It has never been pretended that any such 
results have followed from the very model ate assess- 
ments of the land revenue which now picvail m India 
Their moderation, even in those pioviiices where settle- 
ments have been made for a term of years and not m 
perpetuity, is shown by the enormous increase that has 
taken place in the area under cultivation, and by the 
great and rapid increase of the selhng price of land * 
Under the native governments the right of the State 
to the whole of the suiplua profits of the land, leaving 
to the occupier no more than was sufficient for his 
subsistence and for the expenses of cultivation, was and 
still IS frequently exercised The British Government 
never takes more than a fixed shaie, varying m different 
parts of India from four to eiglit jier cent of the gloss 
value of the produce, and foi many years past the ten- 
dency has been to dimmish the share of the State, and 
to leave a larger iiare to the private co-propnetor. 
Although the gross land revenue has mcreaMd from 
12,600,000^ in 1840 to 22,000,000i in 1880, thtro is no 
province of India in which ita mcidence is not Ughter 
now than it was forty years ago. This increase, says 
Mr Cunmngham, ‘ is owmg partly to the addition of 
36,000,000 of people, or twenty-five per cent., and 
242,000 square mdes of territory, with a land rmmm 
of more than 6,000,000/ , partly to an iner e aw of 
to a hundred per cent, m the area of cultivation,*pardj 

‘ Meport of Indian ^amm Cmmumm, 1880, jiut ii. p, UNk 
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to the incrdhse m the price of agricultural produce, 
and ifi* no insUiu c to the enlaigement of the share 
dunned by G<neinment in the piofits of the soil In 
Madias, loi instance, the aiea assessed has increased 
fiom IT, 700,000 ai les in 18o() to 20,000,000 in 1875-76, 
and though theldndieveuueisl,000,OOOZ sterhng higher, 
Its incidence jier at i e is i educed by 4 \d on dry land, and 
5 s on iriig.ited land Similarly, in Bombay, the assessed 
aie<i has inci eased from 12,500,000 acres in 1856 to 
20,300,000 m 1875-76, and an increase of three-quarters 
of a million in the land revenue has resulted notwithstand- 
ing an aveiage reduction of per acre m the assess- 
ment ^ In the same luaiinei m the North-Westein Pro- 
vincesjwheie the land revenue is calculated on the sup- 
}>osed \alue of tlie rental, theie is no doubt that the share 
of tlu* rent chained by the Government has much de- 
c*i eased Oiiginally tlie theory was that the Government 
took eight) -five oi ninety per cent of the net rental, 
leaving the landownei only fifteen or ten per cent for his 
own enjoyment Under the settlements made by the 
Biitish from 1833 to 1843, the Government proportion 
was reduced to two-thirds of the existing rental, the pro- 
pnetors being further left m enjoyment of anymcrement 
wlucli might 0( cm dm mg the thirty years of the settle- 
ment Wien the period of the settlement expired, this 


» The foDowing figures are gifoa bj Mr Ounrunghani in explanation of 


tbssemults- 


Minaas 


AnundAm. LtudBarsniM 

JLorm ^ 

im-eB I »,?8o,ooo 2,602,000 

18 ?»- 7 e I 80 , 021,000 8 , 426,000 


ATdxage rate per Acre. 
Dtj Land. Irrigated Land 
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AwHWMdAreA LandBemtte. 
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proportion was again reduced, and was fixQd at fifty per 
cent , but notwithstanding this reduction m th» share 
claimed by the Government, the result of tlie general 
prosperity of the provmce and the increased out-turn of 
the crops has been to raise the land revenue' from 
3,680,000^ to over 4,000,000/ In the Punjab it is noto- 
rious that the land revenue is mfimtelylightor than that m 
any previous penod, and the fact is corroboiated by the 
enormous mcrease m the price of land since it passed 
under our rule fiom the cruel lack-renting of the Sikh 
Government In Bengal the land revenue has ne( es- 
sarily remamed unchanged, notwithstanding the in- 
crease of the landlord’s share of the rental from a few 
hundred thousand pounds to more than 10,000,000/ 
sterhng ’ ^ 

The truth is that there has been a tendency of late 
to take too httle rather than too much as land revenue, 
and to forget that, at any rate m a country like India, 
this IS the best of aU possible sources of pubhc income, 
and better than taxation in any shape A lamentable 
mistake of this sort (I refer of course to the pci inanent 
settlement) has led m Bengal not only to the saenfire by 
dihe State of several millions of revenue a year, but to 
the stdl worse result of unpovemhing the 
population of the most productive provmee In the 
Empire 

^e gross amount brought to credit under the b ftad 
of Land revenue in 1879-80 (including that due to ur^ja- 
tion) was 22,463,648/, of which, however, 288,326/ 
was Capitation tax levied m Bntish Burma, leaving 
22,180,222/ Land revenue pioper 

Besides this sum, the Indian Government dbHvee a 
gross income of nearly 20,500,000/ from other aouroea 

* JBntuih Indta and tts Sultn, 188J, pp 141-I4S 
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altogether cfistinct from taxation The following table 
show’ll these receipts for 1879-80 — 


Tributes and contnbutions from native 
states 

Forests (sale of timber and otbei pro^ 
ducts, &c ) 

Opium , 


Services — 

£ 

Mmoi departments 

99,282 

Mint 

230,669 

Post office * ♦ 

1,004,372 

Telegraph 

605,662 

Law and justice (fines and receipts 


from convict lahoui, &c ) 

658,902 

Police 

227,667 

Marine 

268,187 

Education 

139,414 

Medical 

56 329 

Stationery and pnnting 

66,019 


Public works (railways, canals, and 
other woiks) 

Beceipts in aid of superannuation, re- 
tired and compassionate allowances 

Miscellaneous 

Army (excluding :fi50,499 due to the 
Afghan war) 

Gam by exchange 

Interest on mvestments of the Papei 
Currency Department, loans to native 
states, municipalities, &c 


£ 

702,461 

676,234 

10,319,162 


3,236,283 

8,640,439 

626,141 

337,370 

1,029,483 

320,680 


748,060 


Total • 


:g26,4S5,193 


Further details will be given subsequently of some 
of the more important of these sources of income , m 
this place it is only necessary to point out the fact that 
out of the whole gross revenue of 68,484,666^ received 
by the G-overnment of India in 1879-80, more than 
48,600j000^ was denved from sources other than taxa- 
tion, and that less than 20,000,000/ was raised by 
taxation properly so-called This latter sum was die-* 
tobuted as *— 


o2 
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Excise * 

Capitation tax in British Burma 

Assessed taxes 

Provincial rates 

Customs 

Salt 

Stamps (judicial and commercial) 
Registration , 


i 

7H5,aiH 

* 


Total . £liKm,m4 


The taxes levied under the heads of Assessed Taxes, 
Provincial Bates, Customs, and Salt will lie fully dis- 
cussed hereafter , and it will be shown how, with the 
exception of assessed taxes and provincial rates, 
the pohcy of the Government has been of late years 
to reduce, and not to increase, the rate of their 
mcidence With regard to the other itenw in the hat 
of taxes properly so called, the Excise duties, yielding 
more than 2,800, OOOZ, are mainly paid by the lower 
classes to whom the consumption of drugs and spirits 
is for the most part confined Stamps produce more 
than 3,000,000^ , two-thirds of which falls on litigation 
and one-third on commercial documents The in- 
cidence of the Excise duties is 3|d per head j that of the 
Stamp duties is about 8|i per head The incidence of 
the Customs duties is about , and of thi Salt duty 
6^d per head The total mcidence of taxa^m on tlie 
186,000,000 persons constituting the population of British 
India, IS 2s per head Adding the land revenue, the 
total burdens are about 4s per head Distnbuting tibe 
several items of taxation among the difierent oJaaies of 
the population, according to their probable inddiaioe, 
the following results have been arrived at. %e Uaid* 
owmng classes pay about 6s 6d per head, or exdudnff 
the Land revenue. Is 6d The agncultural labom 
may pay m the shape of taxes on liquor and salt Is. Sil, 
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a head, or ^ for each family a fortnight’s wages in the 
year The artisan may pay 2s , or the earnings of five 
worMng days Traders pay 3s M ^ 

‘ The landowner,’ writes Mr H S Cunmngham, ‘pays 
for l|nd revenue a sum langing between 3 per cent and 7 
per cent on the gioss produce of his lands, and a fuither 
fraction by way of provincial i ates If he goes to law, he 
may contribute something to stamps , if he drinks, to ex- 
cise , and, if he prefers English to native cloth, to customs , 
but when he has paid his land levenue, his only impe- 
rative tax IS for salt He is probably the most 
lightly taxed subject in the world, except the owner of 
personal property in India — money in the funds, &c — 
who, though a millionaire, may under hke conditions 
of abstinence from the luxuries of drink, htigation, and 
Enghsh cloth, contribute nothing but *ld to the 
expenses of the State , such a man is obviously absurdly 
under- taxed The artisan’s position is the same , the 
trader when he has paid 7cZ on salt, and, if his gams 
are over 501 per annum, his license tax, may go free of 
further taxation , the only imperative tax on the agri- 
cultural labourer is the annual 7d which he pays for 
salt He is no doubt a very poor man, but his poverty 
can scarcely be said to be grievously enhanced by the 
exactions of the State 

There is another point of im;gortance to be noticed 
In an civilised countries heavy taxes are raised for 
local purposes, in addition to those collected for the 
purposes of the central government, and the two ac- 
counts are ordinarily quite distmct from each other 
In India this is not the case , the receipts from all 
provinmal and local taxataon, exceptmg that raised m 

* * Stportofihi Famm CoMsmtssum®*, part u pp 91, 92 

* iNSw* JSieiw Ut Ftviers, 1881, p 140 
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municipalities for the service of the toifjns,* are in- 
corporated m the imperial accounts, which show yiere- 
fore nearly the whole of the burdens imposed for all 
purposes on the country. 

Although, for the reasons before explained, attguipts 
to compare the revenues and expendituiD of Biitish 
India at the present time with those of many yeais ago 
are likely to mislead, yet the same difficulties will not 
attend the examination of the variations which have 
occurred during the last twelve years, the penod to 
which the present review is intended specially to refer 

There have been in this period no important terri- 
torial changes, and during it the existing system of 
fi»an<S.al adnoinistration has been more or less in force 
The pohcy of constructing productive pubhc works 
with borrowed money first took a practical shape in 
1868-69, the year immediately preceding the scIccUkI 
penod, and in 1870 it was decided that the construc- 
tion of railways should be undertaken directly by tlie 
State The year 1869-70 also was that immediately 
precedir^ the great fresh departure m Indian finance, 
which was taken by the introduction of the measures 
of decentralisation, which will be desenbed fuither 
on The gradual development of these measures has 
produced financial and administrative nasttlte eif 
importance, and the time of their mtroductkm 
a convement landmark. An examination into the state 
of the finances between 1869-70 and the present time 
will enable the reader to form an accurate nn«w>pti ft n 

of the changes for good or evil that have occurred m 
the interval. 

Attempts have often been made to compare the 


^ W7S 7H, 8(18 niimlcipaiitieii in Bnta^ Indl*. with w 

income of 1.306,442/, of wkch 1,022,402/ w« derived ttom 



CHANGES IN EOEM OP ACCOUNTS 23 

financial condition of India at various periods, and the 
results have been very variously stated The fact is 
that, tor many years past, there has been going on a 
constant process of improvement in the pubhshed 
abstr^ts of the accounts, and a constantly increasing 
amount of information and of detail has been given 
Heads of accounts which used to be lumped together 
have been separated, while others have been consoh- 
dated, and instead of merely the net result of the dif- 
ferences between revenue and expenditure bemg shown, 
the actual revenue and expenditure have been entered 
on the two sides of the account 

For example, in Mr Wilson’s Budget statement in 
1860, there were only six revenue heads The first was 
‘land revenue, sayer, and abkaree,’ and itmcludedland, 
forest, and excise revenue, all lumped together , then 
came, separately, ‘ customs,’ ‘ salt,’ and ‘ opium , ’ then 
‘ miscellaneous,’ a large item of more than 4,000,000^ , 
and lastly * receipts from railway compames,’ which at 
that time were only 330,000/ On the expenditure 
side the charges on account of collecting the revenue 
from land, forest, excise, customs, salt, opium, poft- 
office *wid stamps, and on account of pohtical pensions, 
allowances, assignments, and chaiitable grants, were all 
included under one head , the remaining heads were 

* mterest on debt in India,’ ‘ mihtary charges,’ ‘ marine,’ 

* civil charges * (which Included all political, judicial, and 
pohoe estabhshments, and all public works, except 
military and manne), ‘ miscellaneous,’ and ‘ guaranteed 
Mteraet on railway capital ’ The charges incurred m 
StBgland were not classified at all 

that time the pubhshed abstracts of the 
AG^»i]tt8 have b6«tt, firom year to year, amphfied and 
Tha changes have been considerable, m- 
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volvmg the entry of large gross ainoiiiit8j,on each side 
of the account, which were previously shown nct^n one 
side only For instance, until recently, the cxcpsh of 
the guaranteed interest on railway capital over the net 
earnings of the railways, was shown in one entiy on 
the expenditure side, instead of the net eiu niiigs being 
entered on the revenue side, and tlie lull guaranteed 
interest on the expenditure side I'his obvious nnpi ov e- 
ment has caused an addition to each side of the ac count 
of some 6 000,000^ So, again, the provincial revenue 
and expenditure is now enteied m tlie gross, under the 
appropriate heads, instead of net on one side only of 
account This has added about 1,000,000^ to 
|p)th sides Finally, local revenue and expenditure, 
which, although as much pubhc transactions as any 
other, used to be excluded altogether from the finan* 
cial statements, have now been included, adding more 
than 2,500,000^ to each side of the account Thus, 
under these three heads alone, the totals of the accognts 
of re-^nue and expenditure have been increased by 
about 8,500,000/, without any addition whatever to 
tfie revenue or expenditure 

Changes of this kind of course affect m no way the 
actual financial position of the country, or alter the 
surplus or deficit of the year. Even. now, the fennn of 
the pi^^phed abstracts is not perfect, but it gifia im- 
mensely more information than it was possible to obtain 
from the abstracts as formerly framed. But it cannot 
be reasonably contended that the difficulties which 
changes of this kind throw in the way of persona who 
wish to make comparisons, whatever they ^ ought to 
have deterred the Government, or should in futuce deter 
it, from rendering the published account as pmffeot 
comprehensive iii form as possible, or that, b^uae our 
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published 8tg,tements were incomplete ten or twenty- 
years ^ago, they ought to have remained incomplete 
for ever 

It should be added that the Government, having m 
view tjie great impoi tance of trustworthy comparisons 
of the lovenucs and expenditure from year to year, 
has recently caused the accounts of the series of years 
from 18G9-70 to the inesent time to be revised and 
brouglit into a properly comparable fonn, and a sum- 
maiy of tliem lias lecently been made pubic as a Par- 
liamentary paper The results thus obtained constitute 
the basis of the discussions contained in this volume, 
and it IS believed tliat the figures, which have been 
obtained at the expense of gieat labour and atteil^ 
tion in tlic office of tlie Compti oller-General (of Indian 
a<(Oimts) at Calcutta, may be fully rehed upon Ab- 
stracts of these accounts will be found, with other 
illustrative ‘»tatements, in the Appendix 

It IS furtlier necessary to explain that m proceedmg 
to dihcuss the progress of the revenues and expeSditure 
it has been thought best, when treating of the mmn 
heads of revenue, to deal -with the net income after 
setting off all necessary charges of collection and the 
like , and m like mannei, when ti eating of the main 
heads of t‘\pendituie, to deal with the net charge after 
setting off all contingent receipts The n^iy?harge3 
under those heads of the administration which commonly 
cost more than they yield are classed as net expenditure, 
though it may be an essential condition of the sermce 
rendered that it shall be paid for, as in the case of the 
Mint, the Post Office, or the Telegraph 

It 18 also to be remembered that the two following 
Chapters, HI and IV, treat only of the ordinary 
revenufs and recurring expenditure, on the due balance 
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of wliicli the equilibnum of the finances primarily 
depends, and that in them such extraordina^ and 
disturbing causes of outlay as famine relief oi war 
have been excluded from consideration, though then 
senous importance and influence on tJiegenciiil flyannal 
position will receive full attention afterwaids 



CHAPTEE m 

PROGRESS AND PRESENT CONDITION OP THE RBYENUES 
AND EXPENDITURE 

The Revenues from 1869 to 1881 

tAm tffEIBTTTlS FROM KATIVP SJCATES—RORESTS— OPIUM: — MISOBU- 

lARROtrS EBCRIl’TS— TOJCAX. RROEmS OTHER THAH TAXATI0H—EX0I8E— 
SAtT—SrAMPS— CUSTOMS— CAPITATION TAX IN BURMA— XICBNCE TAX— 
PROVINCrAT BAIRS OR Cl SSI S— TOTAL RHOBIPTS PROM TAXATION— TOTAL 
RSrVFNURS 

In this Chapter I pi oceed to show the progress of each 
of the great blanches of revenue during the last twelve 
years, and their present condition 

Foi icasons before explained the revenues will be 
ananged in two groups, those which are not, and those 
which are, derived from taxation properly so called 
The Land revenue (a) recorded in 1869-70 was, after 
deducting the capitation tax, 20,811,905^, but this 
included an accidental credit of 408,764^, the accumu- 
lated sale pi ice of waste lands The normal land revenue 
at that time did not exceed 20,400,000^ The amount 
of land revenue collected between 1876-77 and 1879-80 
was so greatly disturbed by remissions^ or postpone- 
ments of the demand made m consequence of famme 
that no comparisons can usefully be made between the 
figures for particular years The amount realised in 
1870-80 was 22,125,8071., of winch S38,667Z was on 
aeooiznt of arrears m due to past &mine The 
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regular estimate for 1880-81 gives 21,414,000/, in- 
cludmg 65,200/ famine an ears, but the collac^tms fi»i 
the year have been retarded owing to the census «|>ei a- 
tions, and the receipts are theieby dmiinishetl by alHiul 
445,000/ The noimal land revenue, ev( lusn# of ihe 
capitation tax, is now at least 21,750,000/ a jcai, or 
1,350,000/ more than it was twelve jears ago I have 
already explained the causes to whuh this gient in- 
crease IS due, and have shown that not only has theic 
been no enhancement of the assessnienfs, but that the 
demand of the State, in relation to the value and extent 
of the culturable area, has diminished, ami eontinues to 
dimmish 


The Tributes and eontriketiom from mtive statrs {h) 
do not vary much from year to year In the last 
twelve years they have never been lower than 675,120/, 
or higher than 768,644/ The contributioiiH are i hielly 
for the mamtenance of local troops The Oovem 
ment of India preserves peace throughout the native 
states under its protection, which have an area of more 
than 575,000 square miles, and a population of about 
50,000,000 The sums paid by these states to the 
GovCTnment of India are msigmficant eompaied u> the 
wl3tX€l)l r6C6IV6» 

The net ForeM rmrm {«), which is almost eotilrely 
derived from the sale of timber and other forest pro- 

Government, was 158,854/ 
j 228,000/. in 1880-81, and it has only 
once exceeded 237,000/, namely, in 1875-76, when it 

reac ed 274,561/ The etatio4 eondib^ o^ iJrjl 

mtereate of tlic commumty more tl,„ u> pnrnu pngi, 
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and 18 more occupied m the preservation and improve- 
ment 0# the State forests than in reahsing an imme- 
diate large revenue The gross revenue is now, 
however, close on 700,000/ 

The'net Opium revenue {d) has grown from 6,132,387/ 
in 1869-70 to 8,466,000/ m 1880-81, an increase of 
2,333,613/ The annual average for the first period of 
four years from 1869-70 to 1872-73 was 6,672,756/ , 
from 1873-74 to 1876-77 it was 6,267,746/ , and from 
1877-78 to 1880-81 it was 7,734,044/ The greater 
part of the increase has taken place m the last three 
years Evidence will be adduced further on to show 
that this inciease in the opium revenue has been neither 
tom|)oiaiy nor accidental, and that it is likely to con- 
tinue 

There are many other branches of the admmistra- 
tion which, though they yield a revenue, cost more 
than they yield, and they will therefore be discussed 
under the head of expenditure It may here, however, 
be mentioned that the Mint, although not admimstered 
with that object, frequently yields a small surplus 
liecently the Telegraph has also begun to do so, and 
the Post Office may perhaps do so before long, while 
the Pioductive Public works are rapidly approaching 
the time when they also will not only cover the entire 
amount expended on them — that is, their working ex- 
penses and the interest on the capital invested in their 
construction — but when they will yield a surplus revenue 
to the State 

There are certain small items of revenue and expen- 
diture which do not belong to any of the mam heads of 
account' and are therefore recorded as MuceUaneous {e) 
The average net revenue yielded by them for the last 
Ibur yeans has been 21,632/ 
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The total net receipts from sources otW than taxa- 
tion, namely, Land revenue. Tributes, Fores^Opium, 
and Miscellaneous, were in 1869-70 28,009,878^ , and 
m 1880-81 they were 30,885,000^ Then average 
amount from 1869—70 to 1872—73 was 28,12 /,152i! , 
from 1873-74 to 1876-77 it was 28,113,932^ , and 
from 1878-79 to 1880-81 it was 30,020,036/ 

The receipts derived from taxation proper will next 
be considered 

The net Excise revenue (/) has grown from 1,991,039/ 
m 1869-70 to 2,967,000/ in 1880-81, an increase ol 
nearly 1,000,000/ The average receipts from 1869-70 
to 1872-73 were 2,122,783/ , from 1873-74 to 1876-77 
they were 2,317,999/ , and from 1877-78 to 1880-81 
they were 2,640,766/ This mcrease of 50 per cent 
m the last twelve years is not to be attributed to 
the increase of mtemperance, but to improvement in 
the condition of the people, and, still more, to better 
adnumstration For obvious reasons it has everywhere 
been the pohcy of the Government to increase the rates 
of excise duty on spirits and drugs, as far as possible, 
consistently with avoiding the risk of ilhcit traffic 

The CofiioMon tax{g) m British Burma, which in the 
aceCunts is incorrectly credited under the hesad iMnd 
gradually increases with the populafron, and 
has risen from 201,395/ m 1869-70 to 266,000/ m 
1880-81 This tax is mdefensible m principle, and 
being a direct tax is vexatious in the method of levy 
It falls at the rate of 5 rupees on every marned, and 
2 rupees 8 annas on every unmarried man Eeference 
will again be made to this tax m connection with the 
I salt duties 

Under the head Assessed taxes {h) the net revenae 
from income tax was 1,026,400/ in 1869-70, and the 
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licence tax yielded 497,000^ in 1880-81 , a decrease of 
529, 40®^ The net amount levied under this head in 
1870—71 was 1,988, 023^ In 1861-62 it was 1,860,897^ 
In the first period of four years, from 1869-70 to 1872 
-73, the average annual receipts were 1,098, 341^ , and 
m the last period, from 1877-78 to 1880-81, they were 
531,965/ In the second period, from 1873-74 to 1876 
-77, neither mcome tax nor hcence tax were levied, 
exceptmg some trifling arrears 

The largest net amount yielded m any year by the 
hcence tax was 837,312/ in 1878-79 

The net receipts under the head of Provincial rates (i) 
were 1,235,496/ m 1869-70, and 2,731,000/ in 1880 
-81 , an increase of 1,495,504/ In the four years from 
1869-70 to 1872-73, their average annual amount was 
1,484,330/ , in the next four years, from 1873-74 to 
1876-77, it was 1,788,422/ , in the last four years, 
from 1877-78 to 1880-81, it was 2,576,856/ About 
500,000/ of this increase was caused by the new rates 
imposed, for famme purposes, m 1877 and 1878 The 
remaining increase, amounting in the twelve years to 
nearly 1,000,000/ , has partly arisen from the natural 
growth of the older local revenues, but it has been 
chiefly due to increased local taxation, between 1869 
and 1871 In Bengal, in 1871, rates yielding 340,000/ 
were imposed for the construction and maintenance of 
distnct roads and communications In the Punjab, in 
1871, rates yielding 137,000/ were imposed for local 
roads, education, hospitals, wells, and other useful pur* 
poses. In the same year the old rates, which had long 
lieen le'Sried for similar objects in the North-Western 
PrOvmces, were placed on a legal basis, and shghtly 
increased m amount, and rates yieldmg 35,000/ were 
imposed m Oddh 'Eae local taxation m Madras and 
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Bombay was also increased to the exfent of about 
500, OOW by acts of the local legislatures passed in 
1869 and 1871 In some of these cases the new rates 
took the place of various so-called voluntary and ir- 
regular cesses, which were not brought to account at aU, 
and the change rather gave rehef than otherwise 

With the single exception of the rates levied for the 
protection of the country against famine, yielding 
510,000^ a year, the whole increase of taxation under 
this head has been for local purposes, of the kind just 
stated, not on account of the central government 

It must also be explained that under this head of 
Provmcial rates are included receipts from rates on 
land, to the amount of about 500,000Z apphed to pay- 
ments for village services, such as in the greater part 
of India are not brought to account at aU, although 
they are assessed and collected with the land revenue , 
they are therefore not m the nature of taxation Ex- 
cluding this sum, the total amount of taxation, pro- 
perly so called, levied under the designation of Provin- 
cial rates, is about 2,200,000^ , of which about 1,700,000^ 
IS wholly appropriated to provincial and local purposes. 

The hcence tax and the additional rates imposed on 
the land made up together, as will be explamed dse- 
where, the so-called famine taxation of 1877 and 1878,' 
and they then yielded together 1,109, 200Z Tte whole 
of the famine taxation yielded in 1880-81 about the 
same amount as that yielded by the mcome tax in 1869 
-70 , and about one-half the sum yielded by that tax in 
1861-62, and m 1870-71 In 1870-71 the income 
tax was levied at the rate of 3^ per cent or 7ld in 
the pound The present average rate of the" licence 
tax IS about 1^ per cent or in the pound, and it 
affects immensely fewer people than the mcome tax 
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The net amount derived from Customs (j) exclusive of 
the iiuport duties on salt, which are under a separate 
head ol account, shows httle change It was 2,167,797/ 
in 1869-70, and 2,269,000/ in 1880-81 The average 
for the first period of four years from 1869-70, was 
2,316,284/ , for the second four years it was 2,371,656/ , 
and for the last four years it was 2,176,287/ In no 
year has the net revenue been so low as 2,000,000/ , or 
so high as 2,500,000/ Although the variations in the 
amount of the customs revenue have been so small the 
changes made during the last twelve years have been 
numerous and important Furthei details will be given 
hereafter on this subject, but it may here be noticed 
that aU the changes have been for the rehef of the 
taxpayer 

Before 1867, the law regulating the customs tariff 
imposed a general rate of duty on every article im- 
ported mto or exported from British India Such 
articles as were free, or were subject to special duties, 
were enumerated The general rate from 1859-60 to 
1863-64, was on imports 10 per cent and on exports 3 
per cent The special duties were for a time on some 
large and important classes of goods as high as 20 per 
cent In April 1864 the general import late was 
loweied to 7^ per cent The Act passed at the com- 
mencement of 1867-68 changed the plan on which all 
former tariff Acts had been drawn, and specified all the 
dutiable articles, leaving everythmg else free The 
rate on imports, however, remained generally at 7^ per 
cent , and on six classes of articles the export duty con- 
tinued to be 3 per cent , on two it was 4 per cent , while 
indigo and gram were subject to fixed duties 

In 1870 shawls, in 1873 wheat, and iti 1874 lac dye, 
were freed from export duty, in 1875 the general 



34 


PIlTAirOBS AKD PUBLIC WORKS OP INDU 


ralie of the import duties was reduced fromi7| per oent 
to 5 per cent , and cotton manufactures, oils,, seeds, 
spices, and all grains except rice, were exempted from 
export duty In 1878 twenty-nine out of the sixty-two 
major heads of the hst of articles on the imporli, tariff, 
mcludmg some of the coarser kinds of cotton goods, 
were altogether exempted from duty, and in the same 
year the inland customs duties on sugar, which had 
yielded an annual revenue of 150,000^ , were abohshed 
In 1879 the whole of the coarser grey cotton goods were 
exempted from import duty with a sacrifice of300,000i!, 
and the export duties on indigo and lac were removed, 
leavmg nothing except rice subject to export duty 
Notwithstanding these reductions, amounting altogether 
to nearly a miUion,^ the revenue was, in consequence of 
the great increase pf trade and prosperity, larger m 
1880-81 than it was twelve years before 

The not Salt revenue {h) has mcreased from 5,462,601/ 
in 1869-70, to 6,573,000/ in 1881, or more than 
1,000,000/ In the four years, from 1869-70 to 1872-73, 
the annual average net receipts from salt were 5,562,064/ , 
from 1873-74 to 1876-77 they were 5,717,465/ , and , 
from 1877-78 to 1880-81 they were 6,461,454/ 
Although the mcrease has been more rapid duiing the 
last four years, it has gone on steadily through the 
whole period, since 1869-70 , and, as will be shown 
further on, this has been accompanied by a reduc- 

^ 1876-76 Import and export duties removed, and 


general late of imports i educed :^308;000 

1878- 79 Import duties and inland sugar duties 

removed 232,000 

1879- 80 Import and export duties removed 351,000 


Total i^l,000 


liesides remissions of duty previous to 1875 on shawls, wheat, and lac dye 
exported, and on various articles imported 
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tion of dut^, and of the price of salt in the greater 
part ot India 

The net revenue from Stamps and Registration (1) has 
increased from 2,280,670/ m 1869-70 to 3,243,000/ in 
1880-^81, an increase of nearly 1,000,000/ The growth 
of these branches of levenue has been steady They 
yielded an average sum of 2,400,733/ from 1869-70 to 
1872-73 , 2,695,655/ from 1873-74 to 1876-77 , and 
3,098,359/ from 1877-78 to 1880-81 The stamps 
are both judicial and commercial Befoie 1879-80 
registration was included in the accounts under the 
head Law and Justice, but for the past two years a 
separate head has been specially made for this branch 
of the administration, the net revenue from which 
IS expected to increase In 1880-81 it amounted to 
112,000/ 

The total net sum received from aU kinds of taxation 
properly so called was 14,365,298/ in 1869-70, and 
18,546,000/ in 1880-81 , an increase of 4,180,702/ 
From 1869-70 to 1872-73, the average annual receipts 
were 15,189,588/ , from 1873-74 to 1876-77 they 
were 15,137,106/ , from 1877-78 to 1880-81 they 
were 17,740,792/ Thus the whole increase has taken 
place in the last period of five years 

With the exception of the famine taxation, however, 
no fresh taxes have been imposed in India during the 
last ten years, and although the old taxes have become 
greatly more productive, this has been the result of in- 
creased prosperity and improved admimstration, and 
not of any enhancement of their rates The truth is that 
although there has been some redistribution of the 
pubhc •burdens, with the object of maMng their inci- 
dence more eqmtable, the total weight of taxation has 
not been inci eased, but reduced during the last twenty 
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years The remissions of Customs duties Alone, in the 
last five years, have nearly equalled m amount the 
whole sum now yielded by the hcence tax and the 
famine rates put together 

Takmg together ^.U sources of revenue, the net 
receipts have risen from 42,375,176? m 1869-70 to 
49,431,000? m 1880-81 This increase of 7,065,824? 
has been spread in the most satisfactory way over all 
the great branches of the revenue There is every sign 
that this will continue, but whatever may happen here- 
after, we may, at least for the present, dismiss as 
erroneous all statements regarding the absence of 
elasticity in the revenues of India If they have not 
shown themselves to be elastic it is difficult to conceive 
what elasticity means 
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CHAPTER IV 


PEOGBESS AND PEESENT CONDITION OP THE EBVENUB 
AND EXPENDITUEE 

The Expenditure from 1869 to 1881 

CHAESBS TODEE lAND KETESrOT UTOITIDE COST OE INTEKSTAI ADMUTISTBA- 
TIOE — ^ABMOTISTEATIOIT AUD MIIfOE BEFAETMBNIS — TOIAi CHAEOT8 EOB 
BEEBOTTra crra SEEVIOBS — ^NON-EEPECTIVE CSmL CHAEOES — ^lETEEBST 
OET DEBT— PEBUO WOEBB OHAEOES— OTTAEAITTEBD EAIEWATS — ^PEODBO- 
TIVB PBBEIO WOEEB— OEDIEAET PUBLIC WOEKS— LOSS BT EXCHAEaS— 
AEMX — ^rtrCEBASE OE MUITAET CHAEaBS AED EEOESSITE EOE EBBBIJ* 
TIOES — ^PBOVIEOIAL SUEPLTTS AED DBEIOIT— EXPLAEATIOE OE THESE 
EEIBIES — aBEEEAL COEOLUSIOES AS TO OEOWTH OE BXPEEDITUEB 

The progress of the net expenditure <iuring the same 
twelve years will next be considered 

The head Land Revenue (1) has been exhibited in 
the statements given in the Appendix, both on the 
revenue and expenditure side of the account, instead of 
appearing net on the revenue side only, because the 
expenditure recorded under the head Land Revenue 
does not truly or exclusively represent the cost of 
collecting that revenue, but is incurred, to Ifc large 
extent, for the internal general administration^ There 

^ Foi the year 1879-80 the total expenditure recorded under the head 
^ land revenue ^ is 2;937,185Z Of this 22,209^ was commission on collections 
of capitation tax, which should properly be deducted from the former and 
chained to the lattei head Of the remaindei, 623,559^ represents chaises 
for le venue survey, settlement, commission on land levenue collections, 
management of government estates, process-eerving, and mukkam to pro-« 
priotors , these might properly be set off against land revenue There are 
also charges amounting to 796,310/ , described as * allowances to district and 
village officers,^ of which about 636,000/ would in most provinces be ex- 
cludlsd jfrom the land revenue account, the balance belonging to the general 
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axe numeroiip departments of the public service whicli 
are administered by the Collectors of the land revenue, 
the connection of which with that revenue is only indi- 
rect The greater part of the direct charges connected 
with the actual collection of the land revenue does not 
appear in the accounts at all They form a part of 
the village expenses, and in most provinces, though 
assessed with the land revenue, are paid directly by 
the landholders to the village servants A portion 
of the salaries of the district officers is now shown 
under the head ‘ Law and Justice,’ on the ground that 
they have also magisterial duties to perform, the divi- 
sion of the charges between ‘ Land Kevenue ’ and ‘ Law 
and Justice ’ being, however, quite arbitrary In most 
provinces a moiety is charged under each head, but 
in Madras foui -fifths is charged to Land revenue, and 
one-fifth to Law and Justice These arrangements are 
complicated and misleading, and it would be an im- 
provement if the expendituie on account of the salaries 
of the district officers and their estabhshments, now 
recorded under Land Eevenue, and Law and Justice, 
were shown under the general head Adimmstration 
The expenditure charged under ‘Land revenue’ 
has vaned httle during the last twelve years It was 
2,790,376^ in 1869-70, and 2,956,000^ in 1880-81 
This shght increase of 165,625? has been due, for the 
most part, to the creation of new districts in British 
Burma, the North-Western Provinces, and Oudh, and 
to various administrative improvements The recent 
regulations for the admission of natives of India to the 
hi^er ranks of the civil administration, on a lower 

The remainder, or l, 620 , 88 di^, is the cost of the district 
officers (collectors, assistant commgiasioners, ^c ) and them establishments, 
and. other general ohaages^p^ting to the adnimetpation of the distnete 
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scale of emolument than that apphed tojolficers who 
enter the service by competition in England (among 
whom no distmction of salaries is made, be they Enghsh 
or Indian), wiU tend to future economy, and as the 
heavy charges connected with settlement operatiqps are 
likely soon to cease, no considerable future increase of 
expenditure under the head of Land revenue is probable 

Under the head Admimstraiion (2), the cost of the 
whole civil administration, down to the grade of Commis- 
sioners of division, IS shown It mcludes all the 
charges, both in England and India, on account of the 
Secretary of State, the Viceroy, Governors, Lieutenant- 
governors, Councils, &c There has been httle variation 
m the amount during the twelve years , it was 
1,434,728? m 1869-70, and 1,543,000? in 1880-81 It 
IS satisfactory to see that under this head the increase 
has been so small 

For the Mtnoi Deparimenth (3), such as the tiigo- 
nometrical and topographical surveys, model farms, 
cmchona plantations, census, &c , it is unnecessary to 
give details The whole net charges incurred are small, 
and are less now than they were in 1872-73, in which 
year they stood highest, at 377,217? 

The Mint (4) charges are in many years more than 
covered by the receipts, which consist of seigmorage 
and gam on the coinage and miscellaneous items The 
highest net expenditure in the twelve years was 32,859? , 
and the highest net revenue was 311,776? The prin- 
cipal cause of variation is the quantity of money coined 
The smaller the amount coined the more is the net cost 
to the government In the twelve years ending March 
31, 1881, nearly 70,000,000? was coined in the, Indian 
Hunts, almost entirely in silver The net receipt realised 
during that period was nearly 650,000? 
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Taking tjie Post ofice (5), and Telegraph (6), toge- 
ther, there has been a net reduction of expenditure 
of 11§,649Z , the former showing an increase and the 
latter a decrease The net cost of the Post office was 
33,40^/ in 1869-70, and 153,000Z in 1880-81, an in- 
crease of 119,591/ Its administration has been excel- 
lent The development of the busmess performed by 
the post office, and of the efficiency of the service, is 
out of all proportion to the increase of charge It has 
hitherto not been the policy of the government to treat 
the post office as a source of revenue, but to use the 
constantly growing receipts in increasing the usefulness 
and efficiency of the depaitment In no country in the 
world are lower charges made than by the Indian post 
office for the many and great public services which it per- 
forms Under the head of Telegraph the net charge 
was 296,267/ in 1869-70, while in 1880-81, after provid- 
ing a large sum for capital outlay, there was a net revenue 
of 35,000/, an improvement amounting to 331,267/ 

It was mentioned that the charges under Law 
and Justice (7) include a portion of the pay of district 
officers The creation of new districts has thus led to 
an increase m these charges , but the general judicial 
admimstration has been much improved and the courts 
have been made more efficient, and much of the in- 
crease under this head has been due to the increased 
cost of maintaining prisoners in jails, owing to the pre- 
valence m many parts of the country of famine and 
war prices The net expenditure under this head was 
2,145,233/ in 1869-70, and 2,595,000/ m 1880-81, 
an increase of 449,767/ 

The net charge for Police (8) has varied very 
little dunng the twelve years In 1869-70 it was 
and m 1880-81 tt was 2,282,000/ 
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The charge under Manne (9) was 089, 793? in 
1869-70 and 325,000? in 1880-81, but in the former 
year there were exceptional and nominal charges under 
this head, amounting to 320,000? , on account of cer- 
tam Bengal marine funds which were written off ^ The 
net expenditure in subsequent years has varied a good 
deal , the highest amount was 466,934? m 1876-77, and 
the lowest was 272,653? m 1879-80 

Under Education (10), the expenditure was 
756,445? in 1869-70 and 839,000? in 1880-81, 
an mcrease of 82,555? It is to be regretted that 
the increase has not been larger Too much money 
IS spent by the Government m givmg to the richer 
classes a superior education for which they ought to 
pay themselves, while too httle is spent on elementary 
mstruction for the masses of the poor It is true that 
m this respect matters are better than they were 
Excepting in the North-Western Provinces, where an 
excellent system of village i^chools had already been 
estabhshed by Mr Thomason and other enlightened 
men, there were, twenty-five years ago, in British India 
only about 2,000 schools maintamed or aided by the 
Government, with about 90,000 scholars Including 
the North-Western Provmces, there were about 8,000 
schools, and 190,000 scholars In 1879, the mmber of 
schools was 63,600, and the number of sdhcA$TO was 
1,800,000 But much remams to be done 

The net expenditure under the head of Ecclmasii- 
cal (11) has remamed practically unaltered Under 
Medical (12) the expenditure was 445,*360? in 1869-70, 
and 628,000? in 1880-81, an mcrease of 182,640?. 
This signifies a greater number of hospitals ^d dis- 
pensaries, and IS matter for congratulation The Pok» 
tical eaipenditiire (18) has shghtly increased The esx- 
penditure for Stationery and printing (14) is lai^e, but 
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it IS difficult tp overstate the advantage to the admin- 
istration and to the despatch of public business 
resultmg from the free use of printing A consider- 
able reduction undei this head was made in 1871-72 
and 1^75-76, but it was not maintained The expen- 
diture undei the four heads ecclesiastical, medical, poli- 
tical, and stationeiy and punting, was 1,383,640/ in 
1869-70, and 1,736,000/ in 1880-81, an increase of 
352,360/ 

Taking altogether the fouiteen heads under which 
the effective civil services are distributed, and which 
have been detailed above, the average net annual ex- 
penditure was 11,771,842/ fiom 1869-70 to 1872-73 , 
12,403,268/ from 1873-74 to 1876-77 , and 12,457,158/ 
from 1877-78 to 1880-81 The expendituie was 
12,188,152/ in 1869-70, and 12,723,000/ in 1880-81, 
an increase of 534,848/ — a moderate sum when we con- 
sider the immensely improved efficiency of the admims- 
tration, and the fact that much of the increase has been 
due to a rise in prices 

The net chaiges for Furlough allowances (15) 
have mci eased since 1869-70 , in that year they were 
157,918/, and in 1880-81 they were 224,000/ But 
this is only nommal, and is due to a change of system 
in the accounts During the last eight years they liave 
been stationary and have shown no tendency to increase 

The charge for Supet annuahon allowances (16) has 
gone on steadily growing during the last twelve years 
The charges shown in the Appendix under this head 
are larger than tSiose in the published returns m con- 
sequence of the omission m the former of a portion of 
the receipts, which are only book entries, and which 
prevmt a proper comparison of the actual charges 
The chargethus corrected was 993,581/ in 1869-70, and 
1,864,000/ in 1880-81 This increase has been mainly 
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due to the growth of the cml establishments during 
the past half-century, and it is, to some extent,^ a sign 
of greater efficiency in the pubhc service, and of the 
deterimnation to get rid of worn-out and incompetent 
officers The large reductions lately made jp. the 
pubhc works estabhshments have been a serious cause 
of mcrease under this head 

Taking the furlough and superannuation allowances 
together, the charges were 1,151,499^ in 1869-70, and 
2,088,000Z in 1880-81 , an increase of 986,501/ The 
average annual amount was 1,278,130/ from 1869-70 
to 1872-73, 1,660,286/ from 1873-74 to 1876-77, 
and 1,975,490/ from 1877-78 to 1880-81 Thus there 
was an increase of 382,156/ in the second four years, 
and a farther mcrease of 315,204/ in the last four 
years 

The payments under the head Allowances and 
Assignments under treaties (17) fell from 1,863,616/ in 
1869-70 to 1,646,093/ m 1877-78, chiefly by the 
gradual lapse of pohtical pensions, which form a large 
portion of this charge Li the last three years the 
amount has again increased owing to the payments 
made to some of the states of Eajputana on their trans- 
ferrmg their nght to collect salt duties to the British 
Government The expenditure for 1880-81 is 
1,908,000/, of which about 700,000/ is for pohtical 
pensions, 350,000/ for compensations of various 
descriptions, and the remainder represents alienations 
of the land revenue, chiefly in Madras and Bombay, 
which m other parts of India would be dealt with as 
deductions and not appear m the public accounts at 
all These charges have no tendency to mcrea^. 

The apparent net charge for Interest on debt (18) 
has risen from 5,246,187/ to 6,666,000/ , or 409,8181 
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la fact, however, there has been not only no real in- 
ci ease, .but, as will be presently shown, a large reduc- 
tion of burden on the taxpayer, because we must set 
off against the charge for interest on the money 
borrowed for productive pubhc works, the net mcome 
received from them 

The growth of the mcome from railways and 
canals has not been the sole cause which has led to the 
virtual diminution of the interest charge notwithstanding 
the increase of the debt Owing to the steady improve- 
ment in the credit of the Government of India, a large 
amount of interest has been saved by the repeated 
conversion of debt bearing higher mterest into debt 
bearing lower interest In India, m 1869, there was 
30,500,000^ of the debt bearing mterest at 5^ and 5 
per cent , m 1880 there was in place of it, 23,500, 000/ 
debt at 4^ per cent and 7,000,000/ at 4 per cent 
A similar improvement has taken place m the Home 
debt In 1869-70, 22,200,000/ of this debt bore interest 
at 5 per cent Practically no part of the sterhng debt 
now bears interest above 4 per cent , and the success 
last year of the 3^ per cent loan shows that further 
reductions may be anticipated The capital of the 
debt in England has mcreased by about 40,000,000/ , 
but the interest has mcreased by httle more than 
100,000/ The general result is that the average rate 
of gross interest charge on the whole Indian debt has 
fallen from 4 6 per cent, in 1869-70 to 3 8 in 1880-81, 
car about f per cent 

Although, however, the burden of interest has 
dnmmshed, the pohcy of constructing produclave pub- 
ho yrorks with borrowed moimy has necessarily led to 
a constsBit growth of the capKal of the debt At the 
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in England was 97,379,000^ , at the end "of 1880-81 it 
was 167,149,000? , an inciease of 69,770,000? During 
these twelve yeais 38,416,000? has been spent on 
productive pubhc works, besides 10,208,000? pro- 
vided in part payment for the East India Bailway 
on Its purchase in 1880, and 7,450,000? advanced 
as loans to Native states, corpoiate bodies, and in- 
dividuals, on interest , this accounts for nearly the whole 
increase 

The total net expenditure on Puhhe work? (19) 
of aH kinds met from revenue, including payments of 
guaranteed interest, but excluding the pubhc works 
portion of the interest on debt, and the credits received 
on account of increased land revenue due to irrigation, 
was m 1869-70 6,635,796?, and m 1880-81 it was 
3*,852,000? Combimng the charge for interest on 
debt and for pubhc works, it will be seen that the 
total net outlay under these two heads has been reduced 
from 11,880,983? in 1869-70 to 9,507,000? m 1880-81, 
that IS, by 2,373,983? , a result essentially due to the 
growth of the pubhc woiks income 

The accounts are now prepared so as to distinguish 
the part of the interest chargeable on the borrowed 
'capital spent on pubhc works from the other mtereel. 
Making this division, the net interest on mkomf idrt 
was 5,161,679? m 1869-70, and in 1880^-81 it Was 
reduced to 3,300,0004, a decrease of 1,861,679? The 
pubhc works portion of the interest increased in the 
same time from 93,608? to 2,356,000? , or by 2,261,392? , 
the net increase being, as before stated, 409,813? 

- Including the charges on account of the guaranteed 
railways and the pubhc works portion of tha interest 
m debt, and taking credit for the increased land rere- 
nae due to irrigation, the net public works expenditure 
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on all accounts was 6,601,000^ in 1869-70, and 
5,606,000Z in 1880-81, showing a decrease of 
1,095,000? 

The net charge for guaranteed railway interest, in- 
cluding the East Indian railway (after allowing for 
the set-off obtained from the net traffic receipts), which 
in 1869-70 was 1,498,000?, was converted in 1880-81 
into a net receipt of 337,000? , showing an improve- 
ment of 1,835,000? 

The public works classed as productive, or those 
yielding revenue, taking account of all interest charges 
and aU net income, led to a net revenue of 299,000? 
in 1869-70 and to a net charge of 532,000? in 1880-81 
In this period the net mcome had increased from 
443,000? to 1,529,000?, the interest charge at the 
same time having giown from 144,000? to 2,061,000? 

The pubhc works expenditure under all heads not 
classed as productive, including roads and buildings 
of all descriptions, was 6,311,000? in 1869-70 and 
5,312,000? in 1880-81, exclusive of the large out- 
lay in the last year on the frontier railways, which has 
been treated as a contingency of the Afghan war 
This class of outlay was summarily reduced by Lord 
Mayo in 1870-71 by more than 1,000,000?, as he was 
satisfied that it had become more than the country 
could afford, but it was again increased, until in 1873 
-74 it stood at 5,382,000? From 1876-77 to 1879-80 
it remained at about 4,500,000?, in 1880-81 nsmg 
agam to 6,812,000? The reduced expenditure be- 
tween 1876 and 1879 was m some measure due to 
r^tnctions imposed in consequence of the pressure, 
first of. famine rehef, and afterwards of the Afghan 
rTOKT, and the increase m the last year has followed on 
>tht scSMBspwal of those restnctions, and will be met, to a 
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great extent at least, from the accumulated balances of 

the Provincial governments , 

The whole subject of the expenditure on public 
works, and its effect on the pubhc debt and the 
charges for interest, will be more fully gone injp sub- 
sequently, but the foregomg summary will show that 
so far from there having been any increase of the 
pubhc burdens on this account, there has been a rehef 
now amounting annually to nearly 2,800,000Z sterhng 
The next head of expenditure requirmg notice is 
Loss by Exchange (20) It arises partly upon the 
transactions with the guaranteed Eailway compames, 
but chiefly upon the sale of the Eupee bflls of the 
Secretary of State The difficult problems suggested 
by this most serious burden, over which the Govern- 
ment of India IS unable to exercise any control, are 
treated of m another chapter Here it wdl only be re- 
marked that among all the causes of financial anxiety 
m India there has been, for some years past, no cause 
which can for a moment be compared with this in im- 
portance In consequence of the great fall m the gold 
price of silver, the loss incurred by the Government of 
India on its remittances to England has assumed most 
formidable proportions In 1860-70, the loss by ex- 
change was 102,786Z , m 1880-41, it was 2,563,0001 ; 
an mcrease of 2,450,214Z In jAie four years from 
1869-70 to 1872-73 the av«r^ annual charge was 
270,152? , from 1873-74 to 1876-77 it was 961,1701 , 
from 1877-78 to 1880-81, it was 2,364,050? 

The cost of the Army (21),<4^art of course fetwa 
war, has mcreased during the Wslve years by 218466?. 
It was 15,247,134? in 1869-7f0, and 15,466|000l. in 
1880-81 It was intermediately reduced by more than 
a milhon , and was at its lowest pomt, 14,218,3781, in 
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1873-74 Prom 1869-70 to 1872-73 the average 
annual . charge was 14,922,773/ , from 1873-74 to 
1876-77 It was 14,433,550/ , from 1877-78 to 1880-81 
it was 15,636,006/ This increase has for the most 
part baen caused, directly or indirectly, by changes of 
system which have been introduced at various times, 
and has fallen chiefly on the non-effective charges, the 
growth of which has more than swallowed up the im- 
portant economies carried out m the effective charges 
The additional payments in the shape of pensions and 
their capitalised values, which have been unavoidable 
consequences of the abohtion of the old Indian army, 
have increased the yearly non-effective charge by 
750,000/, and the mcrease in payments oi^ account of 
the European troops who have served m India amounts 
to about half that sum This mcrease of mihtary ex- 
penditure, which from its nature has been beyond the 
power of the Government of India to control, is the 
most unsatisfactory part of the financial history of the 
last few years No subject was more anxiously con- 
sidered by Lord Lytton He was convinced that the 
military charge® were excessive, while at the same time 
the army in Badia was, in some respects, far from being 
as efticient an mstrument as could be desired I am not 
competent to criticise the details of mihtary organisation 
and admmistration, but there can be no doubt that many 
of the highest mihtary authorities concur with this 
opinion of Lord Lytton In 1879 he appomted a special 
commission to inquire mto these subjects It had for its 
president Sir Ashley Eden, one of the most emment of 
Indian administrators, and it mcluded among its mem- 
bers of the most distinguished of Indian soldiers, 
anaong whom may be named Sir Frederick Eoberts and 
^^Ip^iler Lumsden There were some subjects, m a 
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great raeasure political m their nature, <5n which there 
was a difference of opinion in the commission, but on 
almost all the important mihtary questions its con- 
clusions were unanimous It declared its behef that, 
if its recommendations were adopted, the strength and 
efficiency of the army in peace and war, and the popu- 
larity of the service, would be greatly increased, and 
that without the sacrifice of anything that had any 
value, the military expenditure m India might be re- 
duced by 1,260,000^ a year 

I know how the powers of obstruction and pre- 
judice and lamez faire^ both m India and in England, 
are apt to stop attempts at army reform, and to frustrate 
efforts to dimimsh the immense mihtary charges now 
imposed on the country I am not sai^uine that we 
shall soon see them very largely decrease, but that they 
ought to be decreased there can be no doubt what- 
ever It IS not only m India that attention to the sub- 
ject of Indian mihtary expenditure is required The 
Government of India has never concealed its opmion 
that in apportionmg the charges which have to be 
shared between the two countries, and when the m- 
terests of both English and Indian taxpayers have been 
at stake, India has sometimes received a scant measure 
of justice This feehng has been increased by the know- 
ledge, learned by the experience of the |^st, that this 
IS a matter m which India is helpless B is a fact, the 
gravity of which can hardly be exaggerated, that the 
Indian revenues are hable to have great charges thrown 
upon them without the Government of India having 
any power of effectual remonstrance The extension 
to India of the numerous measures taken m England to 
improve the position of the officers and soldiOTs of the 
army was no doubt nght and unavoidable, but the &ct 
that heavy additional expenditure has thus been m- 
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curred by Lfdia gives ber a claim to expect that no 
efforts shall be spared to dimmish charges which are 
unnecessary, or of which she bears too large a share 
^ The heading Promnaal and Local Surplus or Defievt 
(22), feqmres a few words of explanation Under the 
system of Provincial finance imtiated under the Govern- 
ment of Lord Mayo, of which a full description will be 
given m the sequel, contracts are made in respect of 
certain branches of revenue and expenditure between 
the Imperial and Local Governments, the Local Govern- 
ment being entitled to receive credit m their account with 
the Imperial treasury for any savmg they may effect, and, 
per contra, bemg bound to make good any excess charge 
they may mcur, the balance at their credit remainmg at 
their disposal from year to year, and not lapsing to the 
Imperial treasury as m the case of ordmary grants 
from the -revenue The Provmcial surplus thus in fact 
represents an addition to be made to the Provmcial 
balance by the Imperial Government, and the Provmcial 
deficit a payment to be made from the Provmcial 
balance to the Imperial Government In this way, 
while the Imperial and Provmcial revenues and expen- 
diture are brought mto one combined account, the 
true separate surplus or deficit for the year is shown, 
both on the Imperial and Provmcial accounts In the 
four years 1869-70 to 1872-73 there was an average 
net surplus on the Provmcial accounts of 338,967Z , m 
the next four years from 1873-74 to 1876-77 there was 
an average annual net deficit of 279,714?, and m the 
l^st four years from 1877—78 to 1880—81 there was an 
ayerage annual net surplus of 446,074? The final 
0# the twelve years was an accumulated net sur- 
plus due to the Provmcial Governments of 2,021,309? 
it is from thffii accumulation that the Local Govem- 

x 2 
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meats are enabled to meet the increased expenditure 
before noticed, for ordinary pubhc works, many of 
which, though not productive in the restricted and con~ 
ventional sense of that term, will nevertheless yield 
direct returns and develop the resources of the co«ntry 

I have now referred to all the permanent heads of 
expenditure For reasons which wiU be more fully 
stated hereafter the charges on account of Famine rehef 
and War are not here mcluded, and the general result 
IS that, apart from these, the net expenditure which 
was 42,418,230Z in 1869-70 was 44,335,000^ in 
1880-81, an mcrease of 1,916,770^ For more full 
details reference may be made to the statements m the 
Appendix 

That this result, always excepting the increase in the 
last five years of the normal mihtary expenditure, and 
the mcrease m the last six years of the loss by exchange, 
is, when analysed, highly satisfactory, it is impossible to 
deny It shows, m the first place, that in the total cost 
M of those branches of the Civil Administration over which 
I the Government of India has had complete control there 
jhas been no mcrease whatever , there has been, on the 
contrary, an actual diminution of charge This has, 
to a great degree, been due to the measure of decea^ 

I tralisation, by which while the powers and reepond^ii^** 
t ties of the Provmcial Governments have be^a largely 
mcreased, their mducements to strict economy have at 
'the same time been equally stimulated Next it is seen 
that the apparent mcrease of expenditure mcdudee 
41O,000Z of interest, but that m reahty the burden 
under this head has been reduced by about 3,6O0,0OW. 
The whole of the remainmg mcrease has been,caused 
under the head Loss by Exchange by the fall m the gold 
price of silver, a matter absolutely beyond the controi 
, of the Government, 



Abstract op the Net Expenditure from 1869 to 1881 


Head of account 


Average of four years 
1869-73 1873-77 1877-81 


£ 


First and last years 
1869-70 1880-81 


1 Land reyenue, ex- 
clusive of capi- 
tation tax 

£ 

2,772,482 

£ 

2,877,673 

2 Administration 

1,439,066 

1,662,168 

3 Minor depart- 

ments 

279,430 

342,413 

4 Mint 

'79S 

36,607 

6 Post office 

39,249 

153,110 

6 Telegraph 

261,979 

165,712 

7 Law and justice 

2,247,062 

2,486,274 

8 Police 

2,168,964 

2,227,648 

0 Marine 

638,368 

366,166 

10 Education 

717,166 

835,029 

11 Ecclesiastical 

167,438 

163,978 

12 Medical 

504,101 

604,081 

13 Political 

371,223 

426,781 

14 Stationery and 
printing 

286,118 

266,061 


Total effective civil 
services 


16 Furlougli allow- 
ances 

16 Superannuations 


17 AUowanoes and 
assignments un- 
der treaties 


18 Interest 

19 Public woiks, in- 

cluding guaian- 
teed interest 


Total interest and 
puHie works 


20 Eacbliange 


21 Army 


22 Provincial and 
lo^l surplus or 
deficit 


11,771,842 



12,723,000 




65,619 236,089 227,004 167,918 224,000 

12,611 1,426,197 1,748,486 993,581 1,864,000 


1,976,490 1,161,499 2,088,000 


1,773,747 1,746,334 1,798,803 


6,419,946 6,106,642 6,700,467 6,246,187 6,666,000 
6,221,088 6,870,744 3,862,876 6,636,796 3,862,000 



270,162 961,170 2,364,060 102,786 2,666,000 



338,967 S79Ji4 446,074 


Total net expenditure .41,996,644 


N B Figures m Italics signij^ receipts in excess of expenditure 











































CHAPTER V 

PBOGRESS AND PRESENT CONDITION OF THE REVENUE AND 
EXPENDITURE 

General Results 

BEisows BOB lEXOLironira ohabses bob vimsm abb wab bbom bstoekw 

OB BETTOTIBS AlBB EXBmromrBB— OBimRili BBSTOTS OB BABI SWmTJI 
XBAES — ^AJttOTOIT OB 8TOBLTJ8 BIOlTOnTS BAMIHB ABB WAB-^-eiOEBSKh 
TION8 TO BE' ABBim) TO BSTSTOB PBOBER OOMPABISOHS— EBBBOT OB 
BAIOBB ABB WAB EXPEBBIITJEE OB THE BABABOB OB OBBXBABT BBVB- 
BtlE ABB OHABOIB— 8TATEMEBT OB TOTMATB BEBIOIT— MEASTOBS TAJOT 
10 MEET BBTEKB BAMIBB OBTBAT— HOW BAB StrOCmSBra, — ^nmOTBOB 
OB BTBABOIAI. POSITIOB OB EXPBBBITXTKB OB BOBEOWBB MOBBT OB 
PBBBIO WOBKS — ^PBESEBT BOBMAL STTEPIBS SBBBI0I3EBT TO ABMIT OB 
BBBTHEB BI80AX BEFOBliC 

The charges arising from famine and war, which have 
been excluded from the review of the ordinary expen- 
diture contamed m the precedmg chapter, although 
uncertain and adventitious, are as real as any othOT, 
and adequate provision has equally to be made 
them Heavy expenditure for war is, howevM^, so 
exceptional m its occurrence that it is neither neces- 
sary nor would it be practicable to make special 
provision, in anticipation, for meeting it from the ordi- 
nary yearly revenues But no such plea can be urgSd 
m regard to famme Drought and scarcity or femme 
are calamities which, under present circumstances at 
least, must be expected to recur periodically and at 
comparatively short mtervals, and the cost of relieving 
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them must obviously, under a sound system of finance, 
be provided from the annual revenues The only way, 
however, of making such provision is by securing a 
sufficient surplus of revenue assets over the ordinal y 
reCurrmg habihties of expenditure , and it is as ti ue of 
charges for famme rehef as it is of those for wai, that 
unless they are separately shown the normal condition 
of the finances cannot be undei stood, nor can any 
comparison be made between the financial position in 
different years, or groups of years, unless these great 
disturbing elements are ehminated Thus, for example, 
the expenditure on Famine rehef m the last three years 
has been 464,691/, while in the previous two years 
it was 7,612,306/ It would give a totally incorrect 
idea of the comparative condition of the finances m 
the two periods, if we were to treat the fanune ex- 
penditure as an ordinary incident of the first period, 
and weie to ignore the fact that in the second period, 
although httle such expenditure was actually incurred, 
It was necessary to store up, so to speak, during this 
time of prosperity resources to meet the mevitable 
requirements of the future 

While, therefore, due consideration will be given 
in the sequel to the actual charges for famme and war 
in the last twelve years, and the effect produced by these 
charges on the finances, it has been deemed preferable, 
in the first instance, to show the progress of the reve- 
nues and expenditure apart from these causes of 
disturbance • The net figures have also been taken 
because they give a more accurate idea of the real con- 
dition of the finances than figures representing the gross 
ip»g«|)t!| and charges. 

The total net revenues derived not only from 
the taxes, but from Land, Tributes, Forests, Opium, 
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and Miscellaneous sources amounted ift 1869-70 to 
42,375,176Z , and in 1880-81 to 49,431,000Z , showing an 
increase of 7,055,824Z In the four years from 1869-70 
to 1872-73 the average annual net revenues were 
43,316,740Z, in the next four years, from 1873^^74 to 
1876-77, they were 43,261,038Z , and in the last four 
years, from 1877-78 to 1880-81, they were 47,760,828Z 
Thus this great increase has taken place in the last 
four years Before 1878-79, the net revenues never 
reached 44,250,000Z 

Making a similar comparison on the other side 
of the account, the total net expenditure, exclusive of 
tlie charges on account of fanune and war, and omitting 
pertain exceptional credits of the assets of the military 
funds was 42,418,230Z in 1869-70, and in 1880-81 
It was 44,335,000Z , an increase of 1,916,770Z In the 
four years from 1869-70 to 1872-73 the average annual 
net expenditure was 41,996,644Z , in the second four 
years, from 1873-74 to 1876-77, it was 41,891,180Z , 
m the last four years, from 1877-78 to 1880-81, it 
was 44,230,924Z Thus, as with the net revenue, the 
greater part of the increase of net expenditure has 
occurred ip the last four years It reached its maxi- 
mum m 1878-79, when it amounted to 46,820,1981 
« iipart, therefore, from famint and war, a compari&Sfm 
between 1869-70 and 1880-81 shows that while the 
net rewenue increased by 7,065,824Zj the net expesph 
diture increased by 1,916,770/ , thus the financial 
position was, putting aside the charges for famine 
and war, better m 1880-81 by 6,139,054/ than it was 
twelve years before 

Setting off the net expenditure against the net reve- 
nue, exclusive always of war and fanune, the general 
■eesidts for the twelve years would be to show an 
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aggregate surplus of 24,839,433/ , distributed over the 
three periods of four years as follows — 

£ 

In tihe first penod, an average of 1,320,096 

„ second penod „ 1,369,858 

third penod „ 3,629,904 

There are, however, certain corrections to the fore- 
going comparisons which a severe criticism of the 
financial position might appear to demand, and which 
it may be well to notice 

One such correction, and it is the most important, 
has mdeed been already apphed by excluding from credit 
sums amounting in the aggregate to 3,599,212/ , which 
were transferred to revenue under the head ‘ Eeceipts 
m aid of superannuation, retired, and compassionate 
allowances,’ from the book balances of the mihtary 
funds when the habihties of those funds were taken over 
by the Oovernment This departure from the published 
figures was before mentioned It is unnecessary to 
discuss the question whether the procedure adopted 
in regard to these funds was, as a mere matter of 
account, accurate It was not approved by the Go- 
vernment of India, but was ordered by the Secretary 
of ^te Instead of the whole assets bemg credited to 
revenue ^ soon as thej^ became the property of the 
State, they were credited piecemeal year by year in 
sums varying from 250,000/ to nearly 600,000/, and 
thus the annual revenue was, for a number of years, 
artificially increased These nominal credits which 
added nothmg to the revenue have therefore m the 
jaresent review been excluded The whole of these 
ailsets have now been brought to credit, and no further 
dbsteofcfcBces on this account will occur It may be 
that a sum of 3,061,918/ , thd balance of the 
GlviI Seiyice Annmty fund, taken over by the Govern- • 
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ment m 1874-76 under very similar circumstances, was 
not credited as ordinary revenue, and has not, there- 
fore, disturbed the comparison of the accounts 

There are two other items of expenditure which 
are treated m the accounts in a manner to icwhich, 
on examimng and comparing the annual financial 
results, objection might be taken These are the 
Loss by Exchange and the expenditure on Bengal 
Opium 

The sums recorded annually as Loss by Exchange 
show the loss on the actual remittances to England to 
meet the home charges But the remittances during 
the twelve years fell actually short of the whole current 
requirements of the Home treasury by 28,578,135^, 
and this amount was provided by borrowmg m London 
La the finance and revenue accounts, the loss by ex- 
change on this sum, amounting to 1,773,427Z is not 
charged , but clearly this advantage was not wholly 
real It is true that apart from the direct diminu- 
tion of expenditure thus caused under the head Loss 
by Exchange, the current finances have indirectly bene- 
fited fiom the shoit remittances and the borrowings, 
which may have led to some impiovement in the 
rates of eschange, but no estimate of the amount of 

t is advantage could be made But on tihe oth«p hmAt 
e home charges have been increased by ^ mtsreet 
on the money borrowed to replace the short remut- 
tances , and to make the comparison between the 
several years really fair, there should be added to 
the recorded net loss by exchange, the sum by which 
it would have been increased if the whole current re- 
quirements of the Home tr^ury had been, met fcy 
remittances from India year by year, while the interest 
paid on the money borrowed to make good the 
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deficiency sfiouid be deducted from the amount re- 
corded under the head of Interest 

The expendituie charged in each year under the head 
of Opium does not represent the actual cost of opium 
sold dusing the year The conditions of the opium 
revenue will be explained more fully hereafter, but it 
may here be stated that the recorded expenditure of 
each year represents the cost of the crop produced 
and manufactured in that year , while the quantity 
of opium sold m the year has no direct relation to the 
crop of that year, but is fixed with reference to the 
average crop of a number of years, and to the necessity 
of keeping a reserve stock to meet short crops For 
the purposes of a comparison of the general financial 
position in difieient years, it is not right that the 
finances of any particular year should benefit by the 
accidental small outlay on a short crop, or suffer by 
the large expenditure on a bumper crop During the 
twelve years we have paid 1,105,299Z more than the 
actual cost of the opium sold, and this sum is invested 
m the reserve stock of Bengal opium actually existmg 
at the end of the year 1880-81 To make the com- 
parison ccarect, therefore, the expenditure under the 
head of Opium should be adjusted so as to counteiact 
this excess charge 

The effect of excluding from credit the amounts 
saved by short remittances to England, and of exclud- 
ing from expenditure the amount invested in the 
3?eserve stock of opium, would on the whole be to 
le^en the accumulated surplus by 668,128? Such an 
amount, however, is of httle importance in relation to 
tbse total surplus, which amounts to nearly 26,000,000? , 
mfed may be disregarded for pntcfacal purposes 

expenditure due 
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to faname and •war, it will be found that in the twelve 
years in question 14,788,819/! was spent on famine 
rehef, and that the net charge on account of the 
Afghan war was 18,072,353/, or in all 32,861,172/ 
These charges therefore convert the calculated* surplus 
of 24,839,433/ on the ordinary account into an actual 
deficit of 8,021,739/ 

Against this deficit, however, may be set the sur- 
plus amountmg to 2,021,309/ , which has m the same 
period accrued to the local governments, so that the 
ultimate deficiency on the Impenal and Provincial 
accounts together is only 6,000,430/ This has been 
the result not only after meeting the very large direct 
expenditure before stated (32,861,172/) for famme and 
war, but after losmg about 2,000,000/ in land revenue 
in the Madras presidency, and after being subjected to 
the vast loss by exchange, which has amounted m the 
last SIX years to 12,000,000/ Thus the annual revenues 
have been nearly sufficient to cover aU these great and 
exceptional charges, and if there had been neeitiier 
famine nor war the accumulated surplus of the twdve 
years would have not been far from 30,000,000/ 

A careful examination made in 1877 into the con- 
dition of the finances,, based on the accounts of the pee- 
ceding seven years, satuffied the Gtevemgi^t 
applying the strictest tests, the income and es^ienditare 
of the State might, with one reservation, be then con- 
sidered, for practical purpose, to be m a condition of 
equihbnum This reservafron was a senous one It 
was that there was no sufficient surplus of inoOme over 
expenditure to meet the obligation caused by the 
periodical occurrence of famine The Goyemment 
thought It necessary, therefore, to improve the finandel 
position by 1,500,000/ a year on account of ifoimsHl 
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liabilities alone ] and, in addition to this, to provide a 
margin on the annual estimates of about 500,000^ to 
meet unforeseen contingencies The measures conse- 
quently taken mil be described further on There 
can now'be no question not only that the improvement 
aimed at in 1877-78 has been secured, but that India 
novf possesses an annual surplus greatly exceedmg the 
normal surplus of 2,000,000/ then declared to be 
necessary Apart from the expenditure on the Afghan 
war, there was a surplus on the ordinary account of 
2,710,465/ in 1878-79 , of 4,917,525/ in 1879-80 , 
and of 5,075,893/ in 1880-81 

In fact, the annual revenues have not only been suffi- 
cient to meet the whole cost of famine rehef, which pro- 
perly falls among the ordmary charges, but also to cover 
a very large part of the cost of the war As, however, 
most of the famme expenditure was actually mcurred 
before the commencement of the last period of four 
years, and as the greater part of the improvement of 
the revenues has taken place mthin this same period, it 
IS more correct to say that the greater part of the 
money spent on the war has been provided from the 
revenues, and that a portion of the famine charges was 
met by borrowing 

The average annual charge on account of famine, if 
distributed over the twelve years, would be 1,232,400/ , 
or rather less than the sum of 1,500,000/ , which the 
Government of India estimated to be the average bur- 
den for which provision must be made It may^ 
reasonably be hoped that even if future seasons should 
be as adverse as they have been m the past, yet the 
constant improvement in the means of irrigation and of 
tec^Bsport will greatly facihtate the rehef of distress and 
may reduce its cost, We may also fetriy hope that 



waaf expenditure on anything hkethe sclle of thatwiild&i 
we have lately had to meet is not hkely to recur for 
some years at least 

I know of one argument only which may be held 
to support the opmion that these conclusion* convey 
too favourable an impression of the state of the Indian 
finances, but whatever weight may be attached to it 
afiects the past and not the present or the future The 
pohcy under which it has been determined to borrow 
money for the construction of productive pubhc works 
will be fuHy discussed further on It is sufficient m 
this place to notice that the rule has ultimately been 
adopted of constructmg by this means no works but 
those m regard to which there is a reasonable cer- 
tamty of their earmng, withm a moderate penod of 
tune, an eqmvalent to the mterest on the capital m- 
vested m them 

Although, speaking generally, the pohcy followed 
has been, as will be shown, in the highest degree success- 
ful, some of the works constructed with borrowed money 
do not fulfil the conditions now prescribed for produc- 
tive pubhc works In several cases, some years ago. 
It was determined to undertake great works required 
for pohtioal or military reasons, the cost of which oonM 
rliot be met from ordinary revenues It might bi- 
therefore, that the exclusion from the ordinary eapendi*' 
ture of the cost of these works, from which a net 
return is not now obtained equal to the mterest on 
the capital mvested m them, has benefited the account 
m a manner which is misleading But these works 
^Iready yield a considerable and an increasing revenue, 
Ittd theur construction can hardly be treated as an 
is#eary mcident of the admimstration If th^ hltd 
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ture has mcreased, durmg the last t'#elve years, by 
1,916,770? , the net annual revenue has inci eased, during 
the same period, by 7,065,824? , and therefore that the 
financial position was better by 5,139,054? in 1880-^1 
than it was in 1869—70 « 

Although the whole improvement has taken place 
during the last part of this period, for which the Go- 
vernment of Lord Lytton was responsible, I am far from 
wishmg It to be inferred that I attribute this immense 
improvement m the financial condition of India to better 
admmistration in the last few years, for its main cause 
has undoubtedly been the rapid mcrease in the wealth 
and general prosperity of the country, which, with 
favourable seasons and other beneficial influmices, has 
rapidly recovered from the effects of the preceding 
period of drought and depression 

Excluding the charges for War and Eamme, the 
surpluses for the last two years, as shown on the 
accounts, have been for 1879-80 6,021,615? , and for 
1880-81 (regular estimate) 5,123,174? The j^ures of 
the Budget estimate for 1881-82, if treated on the 
same pnnciples as those followed in the accounts of 
those years, would give a surplus of 2,355,000? But 
to compare this last amount with the corresp onding 
%ures of former years it is necessary to add 1,500,0001, 
&e sum by which the opium revenue has been m- 
tentionally under-estimated ( see par^aph 77 of 
Emancial Statement for 1881-82), and the surplus 
shown on the accounts when thus increased would 
therefore stand at 3,855,000? As certain restric- 
tions were placed on the Provincial expenditure m 
the years 1879-80 and 1880-81, the normal sur- 
l^tts in those years would be somewhat le^ tha n 
the sums shown on the accounts, and the genssal 
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result thereforl is that the figures for the thiee years 
are fairly concordant, and that the present normal 
surplus, m excess of obhgatory expenditure, excludmg 
War and Famine, stands at somewhat above 4,000,000? 

In 1877-78 it was decided, as already noticed, and 
as will be more fully explamed hereafter, that to cover 
habihties for famine, provision ought to be made for 
virtually reducmg the pubhc debt by 1,500,000? a 
year, and that a further margin of 500,000? should 
also be provided to meet unforeseen contingencies , 
2,000,000? a year has thus to be reserved for these 
purposes from the surplus of 4,000,000? There re- 
mains, therefore, at the present time, after providmg 
for famme and aU other habihties, excepting always any 
further possible charge under Loss by Exchange, an 
available surplus of at least 2,000,000? It may be 
hoped that this will be increased by the reduction of 
the mihtary charges, and if a remedy be apphed to the 
exchange difficulty, the surplus may be esxpected to 
become stdl larger 

It IS evident therefore that the Government of India 
enters upon the future with ample resources, though it 
IS fully recogmsed that there are possible causes of 
financial disturbance No remedy may be apphed to 
the difficulty regarding exchange, and the loss instead 
of dimimshmg may mcrease Also, although no branch 
of the revenue now is more steady and seems less pre- 
carious than that derived from opium, there may be 
room for some anxiety about its future But the 
financial position of India IS now so satisfactory and so 
prcmnsing that it has become possible, for the first 
tame m 4he late history of British India, to contemplate 
■mthout anxiety all probable contmgencies of the 
foture ; and I trust that this prospenty will enable the 
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Government of India to give relief to Ae people from 
those taxes which press to some extent on the springs 
of industry and on the poor, and to complete the great 
fiscal reforms which have been commenced 

If I am asked why, four years ago, I advised the 
Government of India to impose fresh burdens upon the 
countay to enable it to meet its obhgations on account 
of famme, and whether, as a fact, sufficient provision for 
that object would not have been made without any new 
taxation, I reply that the subsequent progress of the 
revenue has undoubtedly rendered the proceeds of that 
taxation financially superfluous But the condition of 
■the finances, four years ago, when the taxes in qu^tion 
were imposed, was very different from what it now is, 
and it was then impossible to predict that the revenue 
would improve with such estraordmary rapidity More- 
over, I consider that even if this improvement could 
have been foreseen, much of the new taxation would 
have been necessary and nght, because a more equitable 
distribution of the pubhc burdens was then, as now, 
urgently required That taxation, with some small ex- 
ception perhaps, ought not only to be maintained but 
extended, because it falls on the comparatively rich and 
not on the poor "When the time comes, and in my 
opmion it has come already, for reducing taxation m 
India, it IS not with the taxes imposed in 1877 and 
1878 that we should begm, but with taxes like tkMe 
on salt and on clothing, which add to the cost Of the 
necessaries of life, or which fall on the materials of 
mdustry These are matters to which I shaU return 
hereafter 
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CHAPTEE VI 

THE HOME CHARGES 

XHB HOME TBEiSTOT HOW EBPIBIOSHilD — BISBUESEMENTS OlASSIPIBB 
— ^nmiEEST OH DEBT — CHAEOBS EOE OrVU. ABMIHtSSBAIIOH— AEMT — 
HOH-MBEBOmB— BEBECnrraH-SIOEBS— aBAEAHraED EAIEWAXS— 8BNBEAI. 
BBStmcS— IHCEBASH HOW AOCOTTHTED BOE— BAESBIT DOT 10 EAIEWAT 
IBAHSAOIIOHS— SBOBBIAET OB SSATB’S BimS— EHBIB AMOOT*— HBAHB 
OB EHDirOIHa THE HOME 0HAE9BS— EBDBOKIOH OB DBBX— BBAHSBOEatA- 
ECOH OB SCTBEnSta rarao EOTBB IJABIU3CIBS--9OTDttABT OB OOHOIitrBIOHB 

Although the review that has been given of the past 
and present expenditure of India includes the whole 
of the Home charges, the special interest attachmg 
to this part of the pubhc outlay will justify a more 
detailed examination into its character and amount 
Besides a natural and reasonable jealousy in regard 
to the apphcation of the revenues of India outside 
the country, a strong additional argument for the 
reduction of such outlay to a minimum has of late 
years been supphed, by the heavy charges brought on 
the revenues through the Loss by Exchange on the 
remittances made from India to supply the Home trea- 
sury To this loss reference has already been made, 
and it wiU call for further separate discussion 

Besides the remittances obtamed by the sale of the 
Secretary of State’s Bills on India, the ordinary rec^pts 
of the Home treasury mclude repayments of advances 
made in India on account of the British Government j 
miscellaneous receipts of comparatively small import- 
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ance, large (^posits of the capital fands of the gua- 
ranteed railway companies , and lastly money borrowed 
m England 

Escludmg from consideration transactions which 
arise frpm the discharge of debt accompamed by simul- 
taneous re-borrowmg, and from the similar disburse- 
ments and receipts consequent on the discharge and 
renewal of railway debentuies, the total amount of the 
home disbursements has since 1868-69 never fallen 
below 15,500,000Z , and has often exceeded 17,000,000^ 
For the purpose of the present discussion, it is neces 
sary to consider not only the final charges against the 
revenues of the several years, techmcally spoken of as 
‘ expenditure,’ but also all other payments for which 
provision has to be made by the Secretary of State 
In this view the disbursements may conveniently be 
grouped as follows 1 Interest on Debt, 2 Charges 
for the Civil Admimstration , 3 Army, 4 Stores, 5 
Guaranteed Railways and Madras Irrigation Company 
The charge under ‘Interest on Debt’ has nsen from 
about 2,209, OOOZ m 1869-70 to 2,685, 000^ in 1880-81, 
a result which apart from its causes is very satisfactory, 
considemg that the sterhng debt, on which mterest is 
payable m London, excluding that due to the purchase 
of the East Indian Railway, has meanwhile increased by 
not less than 26,600, OOOZ The whole question of debt 
will be discussed hereafter , m this place the only points 
that anse are the direct consequences mvolved m the 
shape of mterest charge 

Kie charges under ‘ Civil Admimstration,’ which 
represent the payments for aU services m all the civd 
4e|>^rtm€ait8, have increased durmg the same period 
certam exceptional payments for Pubhc 
Works, fromt about 2,800, OOOi. to 3,300,000^ The cost 
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of tie ‘India Ofl&ce’ has remaiaed st^dily at about 
220,000Z The charge for ‘ Furlough Allowances ’ of all 
civil departments IS now about 300, 000^ , before 1873-74 
it did not exceed 180, 000^ , but the increase is apparent 
rather than real, being chiefly due to the inclnsion of 
the allowances of mihtary olficers in civil employ, which 
had previously been shown under ‘ Army ’ The charge 
for ‘ Superannuation and Pensions ’ of all sorts paid in 
England has grown from 1,000,000^ to l,400,000i? , 
it IS under this head that nearly the whole increase 
under ‘ Civil Admimstration ’ has occurred, and it has 
been due to the gradual mcrease of the European esta- 
bhshments in India The outlay for miscellaneous ser- 
vices connected with ‘Indian Departments’ has fallen 
from 500,000Z to 360,000? The charges under ‘Pubhc 
Works,’ include some large payments for the puichase 
of the Calcutta and South-Eastern Railway, and the 
Orissa Irrigation Works, but apart from these, and 
without the cost of stores, which is separately shown, 
the outlay under this head only amounts to about 
40,000? , chiefly for Cooper’s Hill college (which, how- 
ever, shows a set-ofi* of about 17,000? income), and 
the special staff for the provision and mspeclaon of 
stores for the State Railways 

Certain charge have been diown in the ®t»tffla«nts 
in the Appendix under the head ‘ Civil Administration ’ 
which in the pubhshed accounts appear as ‘Remit- 
tances ' They are payments made in England, either 
in consideration of sums paid mto the pubhc treasuries 
in India, or for services the accounts of which are kept 
and settled by transfer payments in India. The chief 
heads are ‘ Postage ’ due by India to England, 100,000?. ; 
*lteily Remittances,’ allowed under a long-estabhshed 
cuiteffi to officers and men in the army, varying fetm 
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about 400,00^ to 700,000Z , and ‘ Miscellaneous ’ 
amounting to about 200,000Z, of which more than 
half IS usually the price of stores ultimately paid for 
in India from local funds The aggregate of the 
‘Eemitl^nce’ heads is about 1,000,OOOZ, and has not 
varied much 

The next mam head, ‘Army,’ shows an mcrease 
from 2,627,000Z m 1869-70 to 3,416,000^ m 1880-81, 
excludmg stores , or, includmg stores, the amounts 
would be 3,506,000Z and 4,200,000^ 

Separatmg the army charges mto ‘Effective’ and 
‘Non-effective,’ it is found that there has been smce 
1869-70 a small reduction under the former head, with 
an mcrease of rather more than a milhon under the 
latter This mcrease is, to the extent of 600,000Z , due 
to payments m the shape of pensions, or their capitahsed 
value, to the officers of the old Indian army to mduce 
the supernumerary field officers to retire , the remam- 
mg 400,000Z arises from the charges for retired pay 
and pensions of the British troops that have served m 
India 

Under ‘ Effective ’ the ‘ Furlough Allowances ’ 
have stood at about 200,000Z smce 1873-74, when the 
allowances to officers m civil employ were transferred 
to the Civil head, and they do not exhibit any tendency 
to grow The charges under ‘Pay,’ bemg the con- 
tribution for the British troops, were at a mi ni m um m 
1876-76, standing at 474,000Z , since which they have 
risen to about 750,000/ The payments for some 
years past, however, have been made without any fixed 
prmciple of apportionment between India and England, 
and little more can be said on the subject than that it 
r® not probable that the settlement when made will lead 
to a redpc^KWi -of tbis element of charge The charges 
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under ‘ Transport ’ have remained without much vana* 
tion between 300, 000/ and 360,000/ The large in- 
crease under ‘Stores’ (nnhtary) between 1874 and 
1878, averaging about 250,000/ yearly in excess of the 
precedmg four years, was due to the cost of the new 
arms and ordnance supphed to India during those 
years, and this head of charge has again fallen to its 
former rate The Afghan war has not led to any 
material addition under these heads, the charges falling 
almost entirely on the Indian accounts 

The fourth head, ‘Stores,’ has been dealt with 
in the aggregate, m order to show clearly the magni- 
*tude and nature of the transactions it embraces The 
charge is of necessity hable to vary greatly, and has 
mcreased from about 1,500,000/ as it stood in 1869 
-70 to 2,600,000/ in those years in which the supply 
of railway materials has been on a large scale Ex- 
cluding this last class of stores, there has been a decided 
tendency to dimmish the outlay under this head, a 
result to a considerable extent due to the constant 
efforts of the Government to prevent demands bang 
made on England for stores which can be procured m 
India The details of the outlay under the chief 
departmental heads will be seen m the Appendix, on 
which a few comments may be useful The reduc- 
tion under ‘ Army Commissariat * is largely due to the 
consumption of beer brewed in India m place of 
imported Enghsh beer Under ‘Marine’ the charges 
are chiefly for coals and for vessels of various descnp- 
tions required for ' service m Indian waters. Under 
‘ Stationery ’ are included printing materials. The 
growth of the charge under this head is consjderafalie, 
and is probably unavoidable Under ‘Stamps,’ the 
increased use of stamps for fiscal purposes accounte 
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for the growti^ of the outlay, and there are obvious 
advantages of economy and security in conducting their 
manufacture m England Under ‘ Miscellaneous ’ is 
included the cost of postage stamps, envelopes, and 
cards, all of which have to be procured m England 
Undei ‘Pubhc Works’ the largest outlay was m 
1880-81, when it rose to 1,266, OOOZ , chiefly for rail- 
way matenals , in the three previous years the charge 
had slightly exceeded one million, and the average for 
fourteen years has been about 700,000^ 

The last mam head of the Home charges, that of 
‘ Guaranteed Eailways,’ is a most important one The 
first entry under it is ‘ Literest ’ The charge under 
this head has risen steadily from 4,138, OOOZ m 1869-70 
to 4,787,000Z^ in 1879-80, the capital under guarantee 
having increased in the same time from 86,500,O0OZ 
to 98,O0O,OOOZ The next item of railway charge is the 
supply of funds to the compames for their Enghsh 
expenditure, whether for capital or revenue account 
This outlay is met from the correspondmg deposits of 
capital In the earlier years of railway construction 
these deposits, which mcluded the whole paid-up 
capital of the companies, largely exceeded the sums 
required for expenditure in England, and the surplus 
was available for supplying the Home treasury , funds 
were advanced for the railway expenditure in India by 
the Government theie, and a corresponding amount 
was treated as a remittance from the funds in England 
During the years between 1868 and 1874 there 
remained a floatmg surplus balance of railway capital 
in the hands of the Government amountmg to rather 
mm thpi 3,00O,00OZ , since that time the drawmgs 

^ Tli66e dhiarges include, in both eases, a sum of 50,000/ yearly, guaran^ 
interest, paid to the Madras Irrigation Oompany 
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have exceeded the deposits, and the 4verage yearly 
balance is no'wnot more -than 750,000i! Previous to 
1865 the balances of capital, after meeting the demands 
of the companies, sufSced to meet the charge for 
guaranteed mterest, which had not then exceeded about 
2,500,000/ yearly The subsequent rapid growth of 
the mterest and the gradual falhng off m the balances 
led to a great change, and smce 1869-70 there has 
been a large permanent excess of the aggregate dis- 
bursements on account of the capital and revenue 
expenditure m England, and of the guaranteed interest, 
over the receipts on account of guaranteed railways 
Smce 1874-75 the withdrawals from the Home trea- 
sury for the capital and revenue accounts, irr^pective 
of mterest, have always been in excess of the deposits, 
so that the old position is now entirely inverted, and 
the Secretary of State, mstead of being reheved of a 
considerable part of his habihties by help of the 
railway transactions, is now charged by reason of them 
with a considerable sum, varying from 500,000/ to 
1,500,000/ yearly, in addition to the largely increased 
payments for guaranteed mterest, which now amount 
to 4,750,000/ The combined charge for interest and 
capital and revenue purposes, in excess of aU receipts 
from the compames, has m this way grown from about 
2,250,000/ m 1869-70 to about 6,600,000/. at the 
present tune , and thus the burden caused by the 
guaranteed railways is now about one-half of the whole 
charge for administrative purposes, or one-third of the 
entire home disbursements 

The general result of this discussion is to show 
that the total outlay classed as admmistratove 
certam exceptional payments for pubhc works) has 
nsen from 9,000,000/ in 1869-70 to 10,460,0001. m 
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1880—81 The^ increase of 1,450,000? is accounted for 
as follows — 


£ 


Interest on debt 

more 

600,000 

Civil — supei annnations 

jj 

600,000 

Arngr — ^non-effective 

a 

800,000 

Stores 

less 

SSOfiOO 


Total 

£1,460,000 


Excluding the cost of railway stores, the total 
administrative charge remained, with very small 
variation, a httle above 9,000,000? (9,150,000? ) from 
1869-70 to 1875-76 From the last-named year to 

1880- 81 the charge has varied between 10,000,000? 
and 10,500,000? (average 10,300,000? ) 

These figures mdicate a careful management of the 
details of the admimstrative expenditure, and leave 
no possible doubt that the chief cause of the large in- 
crease of the home charges m recent years has been 
the guaranteed railway habihties The combmed rail- 
way reqmrements, which in 1868-69 left a surplus of 
railway capital in the Home treasury amountmg to 
194,000?, led in the next year to a net charge of 
2,241,000?, and this has gradually mcreased tdl m 

1881- 82 the chaige had become 5,603,000? 

Altogether, therefore, comparing the first and last 

years of the senes, the demands to be met by the Home 
treasury are greater in the last year by 5,000,000? , 
of this one-fourth is due to actual increase of admin- 
istrative expenditure, and three-fourths to habilities 
caused by the guaranteed railways, which, however, 
do not mvolve ultimate mcreased charge on the re- 
venues of India, but only mcreased disbursements m 
ISoglsoid^ 

The sources from which the Home treasury has been 
supplied have next to be examined. The years 1867, 
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1868, and 1869 were rendered abnorixl^ by large re- 
payments of advances on account of the Abyssinian 
war These repayments led to a reduction of the 
amount of the Secretary of State’s Bills, which had, 
smce 1861, averaged about 6,000,000/ yearly After 
1869-70, when the Bills were about 7,000,000/., they 
were gradually increased in amount, till 1872-73, when 
they were about 14,000,000/ Tlie financial pressure 
caused by the heavy famine expenditure in 1873-74 and 
subsequent years, and by the great loss by exchange, led 
to a considerable contraction of the Bills after that year, 
and, as a consequence, to the necessity for supplementmg 
the Secretary of State’s funds by borrowing in London 
In 1878-79 the sale of Bills was again pressed to the 
full extent thought practicable , they then yielded about 
15,600,000/, and they have since been kept at about the 
same amount 

Erom these causes hardly a smgle year has passed 
smce 1869-70 without considerable additions to the 
steihng debt, the aggregate mcrease to the end of 
1880-81 (excluding that caused by the purchase of the 
East India Eailway) bemg rather less than 26,000,000/ 
net, of which about half was incurred before 1875-76 
The miscellaneous receipts hardly amount on the average 
to 500,000/ a year, and, as already shown, the rail- 
way capital has altogether ceased to be a source of 
supply 

It IS apparent from these facts that the normal 
yearly charge to be met by the Home treasury cannot 
at the present time be reckoned at a smaller sum 
than 17,600,000/ or 18,000,000/ , without Tnaktng any 
allowance for extraordinary demands, or pro’p.ding fcnr 
the discharge of debt Further, since the miscellaneous 
receipts, mcluding railway capital, cannot now be 
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reckoned to produce more than one-half or three-quar- 
ters of a million, it is obvious that unless the full 
amount to meet the home disbursements be obtained 
by the sale of Bills on India the necessary result wiH 
be an addition to the home debt to make good the defi- 
ciency, with a still further increase to the permanent 
home charges 

It will hkewise be readily perceived that there are only 
two directions m which any really important reduction 
of the amount of these home charges can be sought — 
first, through dimimshmg the charge for inteiest on 
debt, and second, through obtainmg rehef in some 
way from the obhgations prising from the guaranteed 
railways 

As to the interest charges, such rehef as has hitherto 
been obtained has rather been by the reduction of the 
rate of mterest on the capital of the debt, than by any 
actual discharge of the debt itself In the present 
condition of the currency of India, which virtually 
precludes bulhon remittances from that country, and of 
the exchange with England, which is essentially depen- 
dent on the varying value of silver m the London 
market, it would manifestly be extremely drflGicult, if 
not impossible, to make any sensible impression on the 
home debt, by remittmg surplus revenue from India 
for Its discharge The addition of even 2,000,000/ or 
3,000,000/ yearly to the sum to be remitted through 
the sale of the Secretary of State’s Bills would at present 
be an operation of very questionable expediency Any 
pressure on the exchanges would be viewed with great 
alarm by the commercial community, and in present 
crrcumstanoes could hardly be justified Nor is it pro- 
bable that tile operation could be earned out on a 
scale to ^ve results commensurate with the nsk and 
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discontent tliat would attend it It is plain that with 
interest at 4 per cent the remittance of 2,500,000/ 
yearly would only serve to extinguish 100,000/ of the 
home charges , operations such as this would aggravate 
the evil they were designed to mitigate, and Instead of 
givmg rehef would add to the practical difficulties of 
the situation 

If, then, the home debt is to be reduced, it must be 
accomphshed otherwise The recent announcement that 
it IS the intention of the Secretary of State to apply 
the sum received from England as a contribution to the 
cost of the Afghan war, to the extinction of sterhng 
debt, IS no doubt a right step , but the two millions first 
given as a loan have already been disposed of, and the 
rest of the grant wiH be spread over so many years, that 
the practical effect produced will be insigmficant 

The extent to which the Secretary of State's Bills 
could be mcreased m amount without bad results de- 
pends mainly on the condition of the trade of India, and 
the subject cannot be convemently discussed m this 
place But it may be affirmed, without risk of con- 
tradiction, that so long as the currency of India remains 
as it now IS, m relation to the currency of England 
and continental nations, no reduction of the sterling 
debt can be hoped for thiough remittances 1:^ Ae 
Secretary of State’s Bills, in the face of the nsk of still 
further forcing down the Exchanges, and of the cer- 
tain additional burden which would be thrown on the 
revenues of India by such transactions 

Nor indeed is it hkely that in any future improved 
condition of the Exchanges it would be expedient to 
adopt this means of providing for the extmction of the 
sterhng debt There seems no room for doubt that m 
the event of the Exchanges assuming a character ^ 
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tolerable stability, tbe best, if not the only practicable, 
method of deahng with the matter would be to raise the 
money required to discharge sterhng debt by the sale 
m Europe of Eupee securities , to operate in short by 
transforihing the sterhng mto Eupee debt, and then to 
carry out m India and not m England all possible mea- 
sures for the reduction of the debt The Eupee paper 
enfaced for the issue m London of mterest BiUs payable 
m India now amounts to nearly 20,000,000^, havmg 
mcreased smce 1874 from 14,000,000/ It is probable 
that by extendmg the issue of debentures or stock with 
attached coupons, an amount of Eupee securities could 
without difficulty be placed on the European market 
sufficient to replace the whole of the sterhng debt 
hkely to be redeemable for many years to come Such 
coupons would form a convement means of remit- 
tance in place of that portion of the Secretary of State’s 
Bills which would be set free by the discharge of the 
sterhng debt, and by the consequent cessation of the 
payment of mterest upon it 

It would, however, be difficult to carry out opera- 
tions such as these with success, unless some fundamental 
change takes place m the relations of the currencies of 
India and England, and in some way or other a com- 
mon standard of value be estabhshed between the two 
countries, which shall msure fair stabihty in the ex- 
chai^es It would be out of place here to dwell more 
on this aspect of the subject But it is desirable to 
direct attention to the great importance to India of 
R-pa bh , ng her to establish a free and imrestncted market 
m Europe for her securities, so that she may be m a 
position to obtain m the future the aid of European 
capitiihsts without mcurrmg the objectionable habihty 
of havmg to disohaage her dehte m a currency other 
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thaa her own There is no reason why India should 
not acquire this position, and when she does so there 
will be an end, once for all, to the ever-recurrmg diffi- 
culties which now attend the financial operations of the 
Secretary of State in London * 

That rehef must in some shape be obtained from 
the constantly growing burden placed on the Home 
treasury by the Guaranteed Railways is a truth so 
obvious, and of such urgency, that it is surprising how 
httle attention has been paid to it The obhgations 
which the Secretary of State has incurred towards the 
compames must no doubt be faithfully discharged in 
every particular, but so far as this condition will admit, 
every possible step should be taken, not only to prevent 
the forther accretion of sterhng Labilities, but to trans- 
form those that exist into Rupee charges to be paid in 
India 

It must of course be recogmsed that there are likeOly 
to be difficulties in accomplishing either of these results, 
and m any case it must be a work of time before the 
Secretary of State, consistently with the terms of the 
contracts with the companies, can acquire the powers 
without which no remedy could be effectually apphed 
It may probably happen in deahng with the Railways, 
as with the sterhng debt, that the transformation of the 
^tmg sterhng payments in Loybn into Rupee pay- 
ments in India, wiU not be poesible without some i^di-, 
tion to the immediate charge But the difficulty to be 
overcome does not to any important degree consist in 
the actual amount of the burden on the revenues of 
India It hes essentially in the form of the charge, 
and in the extreme mconvenience of its incessant and 
jjBSidious growth In the nature of the case the rail- 
way capital must contmue to expand, and, so long as a 
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guaiantee of interest continues, the charge for interest 
must expand also The actual growth of capital 
has not hitherto been such as would justify a complaint 
that it has been excessive, and its further grow th at a 
somewhat similar rate cannot be avoided It is essen- 
tial, theiefore, that protection should be ajSbrded to the 
Home treasury against the mcrease of disbursements 
which, however necessary in some form, may certainly 
be otherwise met, and this protection will be well woith 
whatever additional charge may be necessary in trans- 
ferring the payment from England to India 

In what has gone before, all questions as to the 
policy which has given use to the various elements of 
the home charges have been intentionally set aside as 
appei taming to a set of ideas different from those before 
us It has been simply assumed that certain charges 
have to be met, and their nature and incidence have 
been exaramed and explained There are, however, a 
few points to which attention may properly be drawn 
First may be noticed the comparatively moderate 
and stationary charge for the India Office establish- 
ments it amounts to about per cent on the net 
home disbursements, while the total charge for admin- 
istration in the combined home and Indian accounts is 
about 2^ pel cent on the total expenditure Next 
may be observed the growth of the charges under civil 
superannuations and pensions , this indicates the finan- 
cial consequences of the expansion of the European 
admimstrative btaff in India, a subject which on other 
grounds has of late years most piopeily received in- 
creased attenticm, and which manifestly dei^ands 
cautious ^procedure in the future Another maiked 
feature IS the heavy cost of the changes of militaiy 
system , these have involved a laige increase in the 

G 
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QOfi-^eotive charges of the army, through the necessity 
for getting rid of the superfluous oflSicers of the old local 
army, and the great expense which has followed the in- 
troduction of the short service system of the British 
army However important may have been the ^increase 
of efficiency consequent on this change, the necessity 
IS none the less but the more urgent for adopting every 
reasonable measure for reducing the cost of the army, 
and for removmg all elements of charge which are not 
directly conducive to efficiency, but are relics of a con- 
dition of things belonging to the past 

The transactions under the head of ‘ Stores ’ show 
that apart from the requirements of the railways, the 
outlay has a tendency rather to dimmish than to 
increase There is every reason to beheve that the 
coat of agency, mcluding all contingent charges, but 
httle exceeds 2 per cent , and is considerably less than 
would be incurred if the purchases were arranged 
through private trade in India The quality of the 
supphes IS decidedly better than could at present 
be ensured under any other system, and notwith- 
standing occasional shortcomings, many senous causes 
of failure and loss are avoided, the risk of which would 
mdeed in some cases render rehance on ordinary trade 
impossible 

At the same tune it is mdisputable that evmry po»- 
sible encouragement should be given to ^tending the 
local supply of stores foi Government purposes, whether 
produced in India or obtained from England, in sub- 
stitution for the present system of supply through the 
India'office With this object it may even be expedient 
for the present tO pay a somewhat higher jince for 
artacles locally supphed The correct rules would 
to be, that purchases should always be made locally 
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when suitable articles, at reasonable prices, can be 
obtained in the local market, and that no payments 
should be made till after delivery and approval of the 
supply Stores which must be manufactured under 
inspectfon in England should be procured through the 
India O&ce These principles have been accepted by 
the Government, though their practical apphcation is 
still incomplete 

The Guaranteed Eailway charges show the lesults 
of a pohcy which, while its benefits to India have been 
extremely great, has placed a burden on the home finan- 
cial administration of India that could hardly have been 
anticipated , the true character of which has too long 
been overlooked, and which now demands earnest and 
immediate attention There is no reason to think that 
insurmountable difficulties would arise in dealing with 
this matter, but its giavity mcreases year by year, and 
the importance of removing or alleviating this con- 
stantly growing burden cannot be exaggerated 

It may also be noticed that the growth of the 
Home debt has fortunately not been accompanied by 
corresponding growth of the interest charge Eeduc- 
tions in the rate of interest have secured this result , 
It has been the more acceptable as it was obtained 
during the period in which India lay under the load 
of an enormous expenditure for famine rehef, and m 
which a disturbance of the gold value of her currency 
mcreased in a few years the annual expenditure by 
sums varying from 2,000,000^ to nearly 3,000,000/ 
sterling, without securing any increased advantage to 
the Stote Though the actual results of the large addi- 
tion to the debt, which has taken place smce 1869-70, 
are less senous than might have been anticipated, the 
fact must be steadily borne in mind that there are many 
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great difficulties m the way of redeeming debt incurred 
in England , the lessons of the past should be read as 
inculcating the importance of avoiding all borrowing in 
sterhng, unless as an inevitable necessity, and of meeting 
the home requirements of every year as they onse by 
the sale of Bills on India, or (when borrowing is un- 
avoidable) of Rupee secunties, the payment of interest 
on which would be made in India 

Lastly, the important fact must be remembered, 
that although the Loss by exchange appears in the 
pubhc accounts as a Rupee payment in Lidia, it is in 
reality a contingency of the Home expenditure, and 
might not improperly be regarded as an addition to 
those charges The average amount of this item for 
the last tw6 years has been about 2,750,000/ , and if 
distributed proportionally it would lead to the following 
additions to the mam heads of the Home expenditure — * 


£ 

To interest on debt 400,000 

„ administration 1,250,000 

„ guaranteed railways 900,000 

„ productive public works * 200,000 


This subject will be more fully consi^red in a sub- 
^quent chapter 
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CHAPTER VH 

PEODUCTIVB PUBLIC WORKS 

I 

EXPENBIXUBE OJSr PUBEIO ■\^OBKS BEFORE 1867“0o — BORROWIKCf AOTOtOBlSEO 
XN 1864 TO CARET ON IRRIOAXION WORKS—EXTRAORBIKART P0BLIO 
) WORKS — BXTE2?|lON OF SYSTEM IN 1870 TO RAILWATS— PRUrCTFIES 
ADOPTED AND PBEOAEXIONS TAKBN—3P0BECASTS OF EXITODITDIt3^--- 
CHANOES OF STSTBM SDBSEaDBNTBT INTRODDCO©) — ^PBODDOXItE PTOUO 
WORKS— POEICT OONSIDERED BT OOMMITTBB OF THE HODSK OF mmwm 
tAND OONOIiESIONS ADOPTED— COMPARISON OF AOTDAL BMCOOT 
PORBCASTS— OBEAT IMPROVEMENT IN FINANCIAL POSITION Pt® TO StTOOESS 
’of ’frORKS— PRAOTIOAX DTILITT and WJOajM OF WORKS— -ODABANTIED 
iAND STATE BAIL WATS— IKEI0ATION WORKS— THEIR PRESENT POSITION 
AND PROSPECTS— GENERAL C0N0LD8I0NS— COMPLETE SDOCOBBS OF TMB 
POLICY 

Tjjjb policy pursued by the Government of India dunng 
the last twenty-five years in respect of Public Works 
has had so important an effect on the expenditure and 
revenues, as well as on the material prosperity of India, 
w!|tiie the further progress of the country wiU depend 
soi greatly on the pohcy that may be followed Itfl |ii»< 
future, that some tune and 8j»aoe may well ISi4 g|l?en 
to' tracing its history, and discussing the lessons which 
thiat history should teach us 
' Before 1850 the expenditure on pubhc works other 
than military and civil buildings had been very small, 
and the average yearly charge for the whole of India 
hardly exceeded 250,000/ The decision to, under- 
take the construction of railways under a system of 
guarantee. Which dates from about that time, indicated 
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that a more liberal pohcy had then begun to find favour, 
and the commencement of the Ganges Canal, and other 
iirigation works m Madras and the Punjab, and of some 
important hnes of road, gave further evidence of this fact 
In 1854 the growing importance of this branch of the 
administration led to the constitution of a special Pubhc 
Works department under the Government of India, and 
the outlay shown under the head of Pubhc Works in 
that year rose to nearly 2,000,000^ , exclusive of the ■■ 
capital spent on the railways under guarantee 

The occurrences of 1857, while they for a time tended 
to suspend all progress, gave such manifest proof of the 
enormous utility of improved communications, that the 
systematic extension of roads in connection with the 
mam hnes of railway which were gradually coming into 
operation, was among the measures most earnestly taken 
up when the financial pressure caused by the Mutiny 
had subsided Por some years, however, the uigent 
necessity of providmg barracks for the increased foice 
of British troops took precedence of other demands, and 
eventually led to an outlay on so large a scale as to 
force on the Government the question of how the 
requisite funds could be provided for the numerous 
works of improvement, the pressing need of which was 
indisputable 

In 1860-61 the Public Woiks expenditure had risen 
to 4,800,000Z , and in 1865-66 to more than 5,000,000/ , '' 
and it had become apparent that the ordinary revenues 
could not furnish funds for carrying out works of per- 
manent improvement on the scale that was felt to he 
desnable. The large outlay which was unavoidable m 
the yeara immediately following the Mutmy, for pro- 
viding temporary quarters for the European troops, 
was stdl fujrtlier increased when the buildmg of the 
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•ptoraatient T^arracks began , an operation whicb is 
reckoned to have cost altc^ether between ten and 
twelve millions, of wbich one-half was estimated to have 
been spent before 1869 Under the pressure thus 
caused it was at one time contemplated to piovide foi 
the new barracks by borrowing, and though this idea 
was in form given up, the heavy deficits which marketl 
the three years preceding 1869 made the actual result 
little difierent from what it would have been if special 
loans for this purpose had been obtained 

The severe famine of 1837-38 in Northern India, 
and the ternble destruction caused by it in many dis- 
tricts, afibrded signal pi oof of the value of irrigation 
•canals ‘in protecting the tracts through which they 
passed, and the importance of works of this class was 
strongly brought out as a means both of afibrding pro- 
tection to the country from the frightful results of 
widespread famine, and of adding permanently to the 
resources of the people and the State Similar ex- 
perience obtained in Madras in the scarcity of 1853 
enforced these lessons, and they were again repeated m 
the North-W estern Provinces in the severe drought of 
1859-60 After a discussion which extended over 
several years, the Secretary of State in 1864 at 
accepted the conclusion that the Qovemiaciiii 
/ idatry out all the irngafeioa..workB it piMimSy 
manage, and that when the surplus revenues md avail- 
able cash balances proved insufficient to supply the 
requisite funds, loans should be raised for the purpose. 
But before this decision was acted on, another extreme 
drought had fallen on the province of Orissa in Bengal, 
to be followed in the next year by a similar calamity 
in Northern India extending over a vast area, and once 
tmte affording piactical proof of the efficacy of irnglt- 
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tion canals m giving complete protection against the 
effects of drought to the country which they water" 
Thus origmated the pohcy of carrying out irrigation 
works, by direct State agency, with borrowed funds 
The neeessity for extending irngation wherever it was 
practicable, as a protection against famine m districts 
liable to drought, which had been enforced by the sad 
and recurring experience of thirty years, was at last 
defimtively accepted, and it was recogmsed, almost 
without a dissentient voice, that the State must itself 
undertake the construction and management of the 
works, the agency of compames for such pui poses being 
mamfestly unsuitable in the actual condition and cir- 
cumstances of the Indian agricultural population 

These conclusions first took a practical shape during 
the Government of Lord Lawrence, and in 1867—68 the 
supply of funds by borrowing for what were originally 
called ‘ Extraordmary pubhc works ’ commenced The 
Government accepted as the basis of their action pro- 
posals put intp a definite form by one of the authors 
of this work, then Colonel E Strachey and Secretary 
IE the Public Works department, and they were to the 
following effect It was reckoned that the sum which 
the revenues could supply for these purposes would 
probably not exceed 500,000if yearly, while it was 
estimat^ that the sum which could be beneficially 
spent dunng the next ten years on the extension of 
amg^tion was not less than 30,000,000/1 , so that it 
would be necessary to borrow largely m order to carry 
out the scheme satisfactorily It was proposed that 
tb^ accounts of the expenditure on works so con- 
structed^ should be kept separate from those of works 
sufpphed with funds from the ordinary revenues 
3!Jbo%h the auntw to protect the country from famine, 
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w> pTO^ect \wiis to be taken np which did not promise to 
be fairly remunerative in a reasonable time ; and it was 
calculated, from the data supplied by similar works, that 
the earmngs would gradually overtake the expenses, 
and that before long Hie whole interest on the boi rowed 
capital would be covered, any charge meanwhile being 
met from the general revenues The essential considera- 
te^ which were held to justify this pohcy were, that 
the works would really be worth the sum spent on them, 
that the financial risk was small, and one which the 
Government was bound to run for the sake of giving 
to the country the best possible protection against 
drought and famine, while the present charge until the 
works became remunerative was not likely to be in 
excess of what the revenues could bear without incon- 
venience, and would soon cease 

The total expenditure on irrigation works from 
borrowed money during the first five years amounted 
to about 3,300, OOOZ , excluding a sum of about 
1,000,000/ paid to the Onssa Company on the 
transfer of their undertakings to the Government, a 
measure which the financial position of the company 
rendered unavoidable For the next few years the 
grants were increased, mid were somewhat in excess dF 
T^0‘,O(M)/ yearly, but they have again been 
lilie whole outlay from borrowed funds to 1^ c# 
1880-81 was about 12,600,000/ , inolnding file pur- 
chase of the Onssa works, so that the actual charge 
incurred during the first ten years has been much 
than that originally contemplated 

In 1869 It was proposed by Lord Lawrence to ex- 
tend the system thus introduced for irngatiqn works 
to the further development of railways. His conclusions 
toftthis effect were recorded m a minute, dated Smmxf 
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9, 1869, which it is now no breach of official reserve 
to say was drafted by Colonel Stiachey and accepted 
by Lord Lawrence without reservation The plan 
sketched out in this paper was substantially adopted 
by the Secretary of State, and by Lord Mayo who 
succeeded Lord Lawrence as Governor-General, and 
in 1870 the first steps were taken to give it effect 
The principal motive in this case was the desiie to ex- 
tend as widely as possible the great commercial benefits 
which railways were seen to confer on the country, 
their extreme importance in meeting the pressure of 
famme not having been yet clearly recognised It 
was considered expedient, in the mterests of economy, 
that new lines should, as a rule, be undertaken directly 
by the State, instead of by an extension of the old 
system of guarantee, the financial and other incon- 
vemences of which had been strongly felt, while 
without a guarantee capitahsts would not come for- 
ward for the purpose The outlay on railways has 
much exceeded that on irrigation works In 1874-75 
the yearly expenditure had nsen to about 8,000,000^ , 
at which rate it remained until the reduction of the 
sum. borrowed for Pubhc Works was enforced under 
the orders issued by the Secretary of State m 1879 
The total outlay on State railways up to the end of 
1880-81 has been about 26,689,000? , including a sum 
of 675,000? paid to the Calcutta and South-Eastern 
Railway Company, which surrendered its hne under 
the provisions of its contiact, as it did not pay its 
working expenses 

.When the Government of India entered on this 
pdboy, the determination to provide such a system 
f>l.ijrE(gat!ion and railways aas the safety and progress 
of'ih© ai^peawd. imperatively to demand, it 
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recognised the feet that for a time at leaat 
some not inconsiderable burden would be placed on the 
revenues It was held that m making financial previ- 
sion for these great works of mateiial improvement 
consideration must be given to general rather than to 
particular results, and that so long as the aggregate 
net charge on their account, after taking credit for 
the mcome they earned, did not exceed a sum which 
the levenues could meet without inconvenience, it 
would not be an undue sacrifice on the pait of the 
people of India to make, for some years, a contribution 
sufficient to secure the important objects in view, in 
the confident expectation that before long the growing 
income of the works would reduce the burden, if not 
extingmsh it The guaranteed railways were regarded 
as forming a portion of the general scheme of works, 
and the charges that had ansen, or were hkely to arise 
•on their account, were held to be undistinguishable m 
their financial character from those that might arise 
from the new works to be undertaken It was known 
that for several previous years a net charge, varying 
from 1,500,000^ to 1,750,000^ had been met from the 
general revenues on account of the interest on guaran- 
teed railway capital, and it was argued that a charge 
some such amount could, without objection, be Ip* 
idler contmued for a linuted penod 

It was, however, obvious that satisfe-ctory refiulta 
could not be secured in carrying out the pohey, unless 
the general financial position was at die same time 
placed on a thoroughly sound basis, and a substantial 
surplus of ordinary income over expenditure main- 
tained With this view the expenditure o^f ordmary 
pubhc works was largely reduced, and chiefly that 
im mihtary works and buildings of all sorts, whidbi 
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in 1868-69 had absorbed 2,380,000/ out of a total 
grant (excluding outlay from local funds) of 5,440,000/ 
Security was at the same time taken against the expan- 
sion of other branches of outlay by the adoption of 
the pro^flmcial financial system, the general scope of 
which has already been noticed, and which will be more 
fully discussed in a subsequent chapter 

Further, to guard as far as possible against the 
risk of involvmg the finances m inconvement or dan- 
gerous charges for interest on the money to be 
borrowed, the Government caused a forecast to be 
prepared, for some years in advance, of the iirigation 
and railway expenditure which it proposed to 
authorise The estimate thus framed in 1873 em- 
braced the proposed outlay to 1878 For irrigation 
works an expenditure of 8,500,000/ was anticipated, 
and this, it was reckoned, would lead to the charge for 
interest in excess of net income gradually increasing 
from 38,760/ in the first year to 214,560/ in the last 
For railways an annual outlay of 3,000,000/ was con- 
templated, to result in 2,125 miles of new hnes to be 
opened by 1878, with an excess of interest charge over 
net income at the end of the period amounting to 
378,000/ It was estimated, however, that during the 
same interval the annual net charge for guaranteed 
interest would be reduced from 2,200,000/ as it stood 
in 1872-73 to 1,400,000/ in 1877-78, so that the 
general result would probably be a reduction of total 
charge of about 200,000/ 

The experience of the next two years led to a re- 
vision of this forecast, and in consequence of the aotu^ 
result bmpg more favourable than the anticipation, it 
was thought possible to increase the yearly expendi- 
ture of borrowed money to 4,000,000/., to be apphed» 
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^7W)^00i to railways, and 1,300,000^ to canals The 
^timate thus modified m 1875, and extended to 1880, 
indicated a result not materially difienng from the 
former, and still showing a reduction of total charge 
at the end of the period embraced of about *200, 000^ 
yearly 

Such were the original plans for the extension of 
railways and irrigation works But in carrying them 
out considerable modifications were by degrees intro- 
duced The term ‘ extraordmary,’ which was applied 
both to the works and to the expenditure supplied from 
borrowed money, signified in the conventional language 
of Indian accounts that these charges were to be ex- 
clnded from the ‘ ordinary ’ expenditure, which is that 
met from the revenues of the year Hence it was 
thought proper to treat as ‘ extraordinary ’ all expendi- 
ture on railways and canals which could not be met 
from the revenues, whatever might be the conditions 
or circumstances under which they were undertaken 
The question of the probable early, or even ultimately 
remunerative character of the works was in some im- 
portant cases altogether set aside, the justification for 
the outlay having been found in considerations of a poli- 
acal or adipmistrative nature The forced purchase of 
the Oaleutta and South-Eastern Bailwa^ whmii was 0a. 
admitted financial failure, and the sindlttr 

transfer to the Oovemment of the Ottssa Irw^gartion 
Works, as well as the ju’osecution of the railways 
through Sindh and from Lahore to the North-west 
frontier, and the Madras Harbour, are instances in which 
very large sums were expended, and treated as extra- 
ordinary outlay, almost irrespective of any hopes of 
early financial success Such burdens have necessarily 
jp^hed heavily on the general results, adding as they 
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have done almost one-fourth or one-fifth to the total 
outlay. 

In 1876 the great fall in the value of silver in rela- 
tion to gold, and the consequent large increase to the 
cost of the remittances to England, together with the 
heavy burdens which had been created by the famine 
in Bengal, led the Government somewhat to reduce 
the expenditure on ‘ Pioductive Pubhc Works ’ (as they 
were then for the first time called), and it was resolved 
to restrict the outlay of this description to the amount 
which it was thought could be bon owed in India with- 
out unduly pressing on the market, and this was then 
estimated at 2,000,000^ or 2,5(10,000Z per annum 
Erom this time also increased restrictions were im- 
posed on the application of borrowed money to new 
works, in order to guard more completely against the 
nsk of entering on undertakings which would not be 
remunerative, and which might therefore lead to a per- 
manent charge for interest on the borrowed capital 
bemg thrown on the general revenues In 1878 and 
1879 the whole question of supplying funds by borrow- 
ing for pubhc works was considered by a committee of 
thf House of Commons, and the pohcy of the Govern- 
Ipent, since the issue of them report, has been to comply 
with the recommendations it contained The com- 
jnittee adopted the conclusion that the principle on 
which the Government of India had imtiated its pohcy, 
namely of hnutmg and regulating the expenditure of 
borrowed money by reference to the dead w^ght of 
Ujtere^ unoovered by the net mcome of the woite as 
a,. whole, oouJd not be accepted, and they proposed 
mstead tci place an absolute hmit caa the yearly outlay, 
With increased stringency as to the chafa<^r of the 
works to be sanctioned. They further advised that 
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aJl debt incurred for public works should be separated 
from the general debt , that all capital expenditure on 
productive works supplied from the revenues should 
be dealt with in the accounts as though it had been 
borrowed , and that a sum equal to that which was 
thus provided should be transferred from the ‘ Ordinary ’ 
debt to the ‘ Productive Pubhc Works’ debt, and interest 
charged against the works accordingly 

Mainly as the result of these recommendations 
there have been mtroduced into the pubhc accounts, 
entries which show under the heads of ‘ Productive Pub- 
hc Works Revenue,’ and ‘Productive Pubhc Works 
Expenditure,’ the whole income and charge arisirg' 
from these undertakings It is, however, only in the 
last year of our series, 1880-81, that these principles 
have been fully carried out, and the results for previous 
years are consequently not properly comparable with 
them For do the accounts admit of an immediate 
or exact comparison with the forecasts of 1873 and 
1875, which were based on estimates differently treated 
from the figures shown in the published accounts 

Fotwithstandmg these differences the figures* are 
very instructive, they give complete evidence of the 
caution with which the forecasts were prepared, as well 
m of Ae soundness of the principles of the policy, so 
far as the practical finanmal resulie afibrd a test, and 
it IS impossible to see what better test could be found 
For the Irrigation Works the accounts of past y«ir8 
are incomplete, and the true income of the' Hiadras 
and Bombay works is shown for the first time m 
1879-80 , the whole interest on borrowed 
wherever spent, is included throughout ; Isul the mte-o 
aiest on capital supphed from revenue is first shinra 
in 1880-81, 


* See the table at page 97 
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Jvam this table it will be seen that (excluding 
1880-81, which is not comparable with the earlier 
years) the total yearly charge was reduced from 
2,269,000? to 277,000? , or excluding the Madras and 
Bombay net income, shown for the first time 'in 1879 
—80, and amounting to 300,000? , the total charge in 
that year would be 580,000? , stiU showing a reduction 
of more than 1,500,000? Taking the aggregate of 
the eight years, whereas the forecast contemplated an 
excess charge of 17,100,000? , the actual charge was 
only 9,281,000?, or 7| milhons less These results 
have followed an expenditure since 1872 of 6,600,000? 
on Guaranteed Railways, of 22,800,000? borrowed 
money on State Railways, and of 7,400,000?. borrowed 
money on Irrigation Works , while in both of the last 
classes of works there are many, on which large sums 
have been laid out, which are stiU incomplete or not 
fliUy brought mto operation, and which are therefore 

up to the present time httle or no income 

The true practical results of the whole policy will, 
however, be better seen by reviewing together the 
whole of the charges arising from the ordinary debt, 
from the guaranteed railway interest, and from the 
pubhc works outlay of all descnptions which have to 
be mot from the revenues ; thus there can be no nsk of 
losmg sight of any part of the burdens whidi the policy 
may haVe caused, and its* influenee on the general 
financial position, will be rendered more apparent In 
the Appendix will be fouiad m de4iel tibe figures from 
1868-69, when the pohcy was imlaated, to the present 
time, and these will be better understood ifith tibe help 
of the following remarks * 

The entry ‘ Net interei^ on debt * indical^l^ whole 

An abstract will be found at tie of th» obiflei!; 
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amount paid as interest on the public debt proper, ex- 
cluding service funds and deposits , and after deducting 
the receipts under interest 

The net interest is divided so as to separate the mte- 
rest on«the borrowed Productive pubhc works capita, 
which in the last year includes interest on the capital 
supplied from revenue, from the interest due to the 
ordinary debt 

Under ‘ Guaranteed railways ’ has been still included 
(to facihtate comparisons) the East Indian Eailway, 
though its financial position was much changed after 
Its purchase in 1880 The entries under mterest show 
the true gross guaranteed railway mterest paid , those 
under net income give the net traffic receipts after 
deducting the share of surplus profits paid to the com- 
panies and all other contmgent charges The pubhshed 
accounts have commonly mcluded, with the guaranteed 
railway interest, the mterest on the Madras Irrigation 
capital (which is placed under ‘ Irrigation works ’ m 
the present statement) and the payments of the surplus 
profits , the net traffic receipts being shown in the gross' 
But this gives an inaccurate view of the facts, for the 
true habihty of the State is only in respect of the 
guaranteed interest, and the true set-ofi* is the net traffic 
receipts after deducting any shaie of surplus payable 
to the companies 

The entries under ‘State railways’ aie properly 
comparable throughout, though the rate of interest 
charged on the borrowed capital, which is 4 per cent 
in the earher years, and has been taken from the return 
revenue and expenditure presented to the House 
of Ubmiaon]^ June 51, 1881, differs- from that shown 
m the imlW; separate uccouzUb, which is 4^ per cent 

In the two last years large sums have been spent 
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from ‘ revenue ’ on railways, treated as due to the 
Afghan war , the cost of these is not included in the 
present figures, and, as it is not added to the Pro- 
ductive works capital, interest has not been charged on 
it m the account®. • 

Under ‘ Irngation,’ until 1879-80, the true income 
on the Madras and Bombay works, which is mainly re- 
ceived as land revenue, is not shown For the other 
provinces the figures are approximately correct, and 
they include the portion of irngation income re- 
ceived with the land revenue so far as it has been 
ascertained, they will therefore not agree with the 
pubhshed accounts which, until 1879-80, do not include 
this element of income under the head of ‘pubhc 
works ’ The aggregate of the pubhc works charges of 
all descnptions is, however, left unchanged, and will 
be found to agree with the sums entered m the Parha- 
mentary return just mentioned 

The guaranteed interest on the Madras Irrigation 
Company’s capital is mcluded with interest, under 
‘ Irrigation works,’ at the rate of 60,000Z yearly, a»d 
the losses on the working of the company’s canals have 
been added to the working charges of the State canals 
In the last year only has interest beeaa, charged on 
the capita supplied from revenue, spent m past yeans 
on the irrigation works classed as ‘ productive ; ’ mdi $» 
the pubhshed Accounts do not show the years m wluch 
this expenditure took place, this defect cannot be pro- 
perly corrected The net income of 1879-80 may 
therefore, by reason of this, be regarded as exaggerated 
(in comparison with the figures of previous years) to the 
leidfiut of about 200,0001 , as, however, in the earlier 
years the mcome is understated by the omission of the 
Bombay net revenues, which would exceed 
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tli6 understated charges for interest on the capital ob- 
tained from revenue, the correction if made would no 
doubt make the result stdl more favourable than that 
shown in the statejnent 

Thd ‘ Ordinary pubhc works ’ expenditure is for 
aU purposes other than the productive works, and it is 
charged against the revenues of the year Smce 1868 
—69 the outlay on nuhtary buildings and works of all 
sorts has been rather more than 1,000,000? yearly, 
and about the same amount has been provided for 
local works from local funds, leavmg from two to three 
millions as the sum supphed from the general revenues 
for all civil buildings, roads, and miscellaneous objects 
The increase in 1880—81 is in part due to the railway 
expenditure from revenue before noticed, and in part 
to an expansion of the provincial and local outlay on 
pubhc works 

The general results may be stated as follows — 

1 The capital outlay on all classes of productive 
works has been increased in the thirteen years smce 
1868-69 from 80,409,000? to 142,223,000? 

2 The net yearly charge on all accounts for the 
same works, including all interest on capital, has fallen 
durmg the same period from 1,791,000? to 195,000? 

3 The net interest on the ordinary pubhc debt, ex- 
cluding that due to public works, has fallen from 
4,785,000? to 2,898,000? 

4 The total charge for the productive works and 
&bt together has fallen from 6,576,000? to 3,093,000? 

6 The outlay on ordinary pubhc works after 
10^1-69 was reduced from 6,471,000? to a yearly 
omojunt, varying between 4^ and a httle more than 5 
millions 

6 Otanpai^ 1870-71, the yesar in which the pro- 
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snmcial system was established, with 1880-81, the 
aggregate charge for debt and public works of all sorts 
fell from 10,643,000/ to 8,405,000/ Comparing 1868 
-69 with the last year of the series, the reduction in 
the aggregate yearly chaige has been from 13,047,000/ 
to 8,405,000/ , or no less than 4,642,000/ 

7 To sum up The outlay of 62,000,000/ on Irri- 
gation works and railways has been accompanied by 
an ultimate yearly reduction of charge of 3,000,000/ 
sterling India has now obtained works to the value 
of 142,000,000/ , which produce a gross income of 
15,500,000/ and (excluding interest charges on capital) 
a net income of 7,000,000/ , and consequently yield a 
return of 4f per cent on the capital outlay, which 
pays all mterest except a present net residual yearly 
charge on the State of 196,000/, or less than 3 
shillings per 100/ per annum on the capital invested 
These results have been secured in a period duni^ 
which India has experienced a succession of famines, 
unparalleled in history, leading to an extraordinary 
expendituie of about 14,800,000/ , during the same 
time the faU in the value of silver has led to an excep- 
tional outlay, in excess of the average of former years, 
amounting to not less than 10,000,000/ , and lastly the 
war in A%hanistan, after deducting the giants made 
by England, has cost 18,000,000/ net, whidi has beitt 
met jfrom the revenues 

It IS difficult to understand how facts such as these 
should have been so completely misconceived or over- 
looked, and that the utterly mistaken idea should have 
been so widely disseminated and accepted, that the 
pufohc works pohcy of the last ten years has been 
leading India to financial difficulty, if not rum It 
k only by the most complete n^Iect of proper inqpiiry 
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mto the facts that such ideas could have been formed , 
the opmion that the expenditure from borrowed funds 
has in the period under review been dangerously large 
cannot be sustained for a single mstant by the financial 
results, •which prove conclusively that following t.lna 
expenditure, and as its immediate consequence, there 
has been a positive improvement of the resources of 
the State amounting to 3,000,000^ yearly Durmg 
this penod there has been virtually no increase of taxa- 
tion, and notwithstanding the very heavy extraordmary 
demands of late years, the effective debt of the country, 
so fax from having been increased, has been largely 
reduced Further elucidations of this point will be 
supphed in the sequel 

But it IS not on the purely financial aspect of the 
pohcy under consideration that its full justification 
rests We must turn also to the actual results of the 
works, and inquire what has been their effect on the 
country, and how their construction and management 
have been earned out as regards economy and efficiency 

Commencing with the railways, it wiU be found that, 
on a capital outlay of 124,417,000^ , the gross receipts 
in 1880-81 amounted to 14,240 ,000^ ,and the net receipts 
to 6,096,000Z , or close upon 5 per cent on the capital, 
results which compare favourably with those of any 
other country In the United Kingdom the average 
return for 1879 was 4 15 per cent , and it has never 
been above 4 74 per cent , in England and Wales 
.out of a total capital outlay of 442,000,000^ only 

122.000. 000/ earned more than 5 per cent , and only 

41. 000. 000/ earned more than 6 per cent 

. Sim guaranteed railways in India m 1880-81 
earned 5,495,000/ net on a capital of 97,728,000/, 
tl^jirabaof,54 p^ cent^ The State hues on 
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a capxtiil of 26,689,000/ will earn about 2^ per cent in 
1880-81. But only one of these lines had been open 
more than six years, whereas the older guaranteed hnes 
have been at work twenty-five years, and at a corre- 
sponding period of their existence they hardly gave such 
good results as the State hnes now give Comparing the 
older hnes with the new it must also be remembered , 
that the latter pass through relatively poor districts, 
and that as the former receive valuable additions to 
their traffic from the newer State hnes, the whole advan- 
tage obtained fiom the latter cannot be properly esti- 
mated without making some allowance for the traffic 
they contribute to the older hnes 

On the whole it may confidently be affirmed that 
there is no country in which the railways, taken as a 
whole, have been constructed with more economy, or, 
-having regard to the conditions to be dealt with, ofier 
better present financial results, or more encouraging 
prospects for the future The gross receipts have 
increased from 5,760,000/ in 1868—69 to 14,240,000/ 
m 1880-81, and the net receipts have grown from 
2,600,000/ to more than 6,000,000/ , or nearly in the 
same propoi tion , which, bearing in mmd the immature 
condition of many of the hnes last constructed or stiH 
-under construction, is eminently satisfactory. 

It ite fair to reckon the cost of transport by ^ 
about one-fourth of the cost by carts, 80*%^^ tiWai 
standard India now benefits, by reason of its nulways, 
to an amount which may be taken at thnce the gross* 
receipts, or 40,000,000/ yearly 

The soundness of this view is confirmed by the 
jgreat expansion of the foreign trade since the radwaye 
have come in^ operation The first hn®s were opexHBd 
m 3864 In ^ five years before that time the mm* 
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age yearly imports of merchandise were valued at 

11.000. 0*00Z , for the last five years the average has 
been upwards of 39,000,OOOZ , and in the year just 
closed the value has risen to 52,000,000^ For the 
first-nam»ed peiiod the exports of merchandise averaged 

19.000. 000Z yearly, for the last five years the value 
^ has been 62,000, OOOZ , and for the year just ended they 

have risen to 70,000,000/ Thus in the last twenty-six 
years, or since the railways have come into use, the 
aggregate foreign trade has grown m value irom thirty 
milhons to more than 130 milhons sterhng The weight 
of goods carried has increased between 1868 and 
1880 from about 3,000,000 tons to mca-e than 

10.000. 000, and the number of passengers from 

16.000. 000 to more than 47,000,000 

Bearing m mind that this remarkable expansion of 
trade and traffic has been contemporaneous with years 
of altogether exceptional pressure on the population, 
caused by the extreme droughts and consequent high 
pnee of food over very large areas, it is impossible to 
avoid the conclusion that a great advance has been 
made in the produemg and purchasing power of the 
people, or to doubt that this advance has been m a 
very important degree due to the improved and cheap 
means of transport given by the railways, and to the 
increased pioduction and security provided by the ex- 
' tension of irrigation works The position of railways 
m relation to the protection of the country agamst 
the efiects of famine will be more fully dealt with m 
the sequel , their value in the recent great calamities 
of season, m bringing food supphes to districts where 
the people without their aid must have had thrar suffer- 
ings vastly aggravated, has been mcalculable , in many 
leases, indeed) without the railways, milhons of the 
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population must have been left in a positioij almost 
beyond the possibihty of rehef 

On the larger irrigation works which are classed 
as ‘ productive,’ about 18,000,000? have been spent, 
12,500,000? from borrowed funds and 5,260,000? from 
revenue There are also other works of the same 
character, not classed as ‘ productive,’ for which 
borrowed money has not been granted, the capital 
outlay on which has been about 2,500,000? In all, 
the capital invested in irrigation works for which 
accounts of revenue are prepared is something less than 
20,250,000? , the estimated net income from them for 
1880-81 IS 1,100,000? , or about 5^ per cent on the 
outlay, divided m the proportions of 900,000? from 
the productive works class, and 200,000? from the 
others 

The accounts for 1879-80 give the following results 
for the irrigation works classed as productive in the 
chief provmces 


Province 

Capital 

Net revenue 

Interest at 
^ per cent. 

Surplus 

Bxoess 

t^srge 

Bengal 

NorBhi - west 1 
Provinces f 
Pimial) 

MUxm 

Boinljay 

4.980.000 

6.1546.000 

3.644.000 

1.720.000 

1.333.000 

18,000 

269.000 

170.000 

427.000 
10,000 

220,000 

237.000 

166.000 

77.000 

69.000 

■ 

aogfooo 

: 

ToM 

16,933,000 

894,000 





The bad results m Bengal arise from the Orissa and 
Sone works which, as before mentioned, were pun- 
chased by the Government from the company that 
began them The relatively large returns in JMadrae 
are due to the high average rat(» paid on the img^^ 
■&' nee, which is the staple crop, and to the small «i^ 
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tal outlay The Bombay works are not giving a satis- 
factory return 

In the North-Western Provinces, for which the ac- 
counts are available m a more complete shape than 
elsewhere* we find that in 1872-73 the capital outlay 
on all works in operation (including some which are 
not technically classed as productive) was close upon 

3.000. 000? , the net profits amounted to 5^ per cent 
on that capital, and the irrigated area was 941,000 
acres In 1878-79 the capital outlay on all works m 
operation had risen to 4,500,000?, with an increase 
of profits to 8^ per cent, and an extension of the 
irrigation to 1,737,000 acres Besides this, about 
1,500,000? of capital had been spent on the Lower 
Ganges Canal, which had not come into operation, but 
even including this outlay the net income would stiR 
amount to 6 per cent on the entire sum 

In the year 1877—78 a sum of 2,260,000? had been 
spent on irrigation works m the Punjab, the irrigated 
area being 1,324,000 acres The value of the food 
crops raised on the two principal canals in that year was 
estimated at 2,000,000?, and of other crops about 

1.000. 000?, m aU 3,000,000?, and of this it is con- 
sidered that at least one-half was saved by irrigation 
Thus, in a single year, these two canals added to the 
wealth of the Punjab a sum not less than two-thirds 
of their entire original cost The net canal revenue 
^own m the accounts for this year was, however, only 
119,000? , being about 5^ per cent on the capital outlay 
on works in operation, a result which obviously supphes 
a wholj[y madequate test of their real value to the 
e&OMjj in the North-West Provmces, in 1877-78, the 
#h®le coital outlay bang about 4,500,000? , the value 
ei Ibe crdps raised wag 6,000,000? ,>and it is reckoned 
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that one-heOf would have been lost without the cJinal 
irrigation The net revenue received was 316,600/ , a 
result, again, which in no way indicates the true value 
of the works, for here, too, the value of the produce 
saved by them was 3,000,000/ sterhng, and equalled 
about three-fourths of the first cost of the works 
Similar results might be gathered from almost every 
province 

Though the results of iriigation are not so favour- 
able in Bengal as in the North-West Provinces and 
Punjab, there is even theie abundant evidence of its 
value Up to the end of 1878 the outlay on the Sone 
canals had been 1,908,000/ , of which probably 20 per 
cent IS due to the elaborate provisions made for navi- 
gation In the drought of 1873-74 these canals were 
very mcomplete, and water was rudely poured over 
the fields through cuts in the banks The result was 
that 159,500 acres of rice were saved, worth not less 
than 600,000/ Were a similar season of drought to 
occur again, 1,000,000 acres might be watered, the 
value of which would approach 4,000,000/ sterhng, 
or about double the cost of the works It may still 
be long, under the existing system of management, 
whidh aTowedly looks to the proceeds of the pubhc 
land cess as supplying a contribution from &e 
Jtodhcfiders m aid of the necessary charges f<k Als 
mid other similar works in Bengal, i^ore a direct re- 
turn IS obtained equal to the interest on the 3,110,000/, 
spent, or remaining to be spent, to complete the canals 
of Orissa, but should another severe drought occur 
after they are completed, their value would be incalcul- 
able In 1865-66, when there were no canals, about 
1,500,000/ was spent on famine relief in this p«o* 
iBnoe, yet about 1,000,000 persons pmiribed 
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starvation, and the province was enriched by no single 
pubhc work to set against the outlay incurred 

From the hiUy character of the Deccan districts of 
Bombay, their broken surface, and the absence of con- 
stantly flccving rivers, the construction of large irn- 
gation works has been more difficult and morejcostly 
there than in other parts of India , but some of the 
works by which the waters of the minor streams aie 
utihsed, though on a small scale, are extremely pro- 
ductive, and the value of watered crops is, m ordmary 
years, not less than four times that of others 

In Smdh we find a large provmce m which, it bemg 
almost rainless, agriculture and population would be 
ahke impossible without irrigation, but with this pro- 
tection it has 1,800,000 acres of cultivated land, has 
reached a fair condition of prosperity, and gives evi- 
dence of far greater capacities in the fiiture 

The two great deltaic systems of irrigation m 
Madras origmated by our Government, the Godaveii 
and the Kistna, yield returns of 15 and 11 per cent 
respectively on the capital spent on them Durmg 
1876—77, a year when every ummgated district was 
importmg the food of a large portion of its popula- 
tion, the value of the rice produced in the deltas of 
the Godaveri and Kistna is calculated, at the prices 
then prevaihng, to have been not less than 5,000, OOOZ 
sterhng , the quantity exported by sea from Coconada, 
the port of the Godaveri delta, was valued at 870,000/, 
while an equal quantity is beheved to have been ex- 
ported by land The Oaven works are still more pro- 
fitable, but the revenue they produce cannot properly 
be compared with their recorded cost, as they are very 
largdy the result of the labour of years antecedent to 
British rule, the value of which cannot be estimated# 
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It IS needless to dwell further on the value of 
the larger class of irrigation works in time of drought 
The advantages obtained by irngation are, however, 
far from being limited to such seasons Even where 
the ram is most abundant, it is reckoned that a com- 
mand .of irrigation will increase the produce of rice by 
40 per cent The ordinary rental of land in Northern 
India IS doubled by irrigation, while, on an average of 
eleven districts in Madras, the increase is fourfold, and 
in Tmnevelly it is said to be tenfold In Mysore the 
selling price of irrigated land, under favourable condi- 
tions, IS quoted at 35Z per acre, while land which is 
ummgated would only fetch 21 or 21 IO 5 

In almost every part of India artificial irrigation is 
praclased with great advantage to most crops, and to 
many of the most valuable this aid is essential It is 
estimated that out of a total area usually under cultiva- 
tion, amounting to 200,000,000 acres, about 30,000,000 
are irrigated , 8,000,000 firom the better class of irriga- 
tion works, 12,000,000 from wells, and the residue from 
other less trustworthy sources of supply "Whether 
as a means of increasing the necessary food supply of 
the people, or of stimulating the production of the 
agricultural staples of commerce, the extension of uti- 
gaUon must be pronounced to be almost the greatest 
y)@smng tiiat can be bestowed on the ind 

the construction oi the great works which have been 
carried out in conformity with the pohey now under 
discussion, must unquestionably be dassoi among the 
most truly beneficent acts of the British gOTemment m 
India 

A retrospect of this chapter of onr admaastrahon 
^ows thai, notwithstanding many unforeseen ohstadw^ 
tlm results obtained have grea% surpassed m 
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success the moderate anticipations of those who imtiated 
the pohcy of carrymg out works of permanent utihty 
with borrowed money The modifications which have 
by degrees been introduced mto the original scheme, 
mainly as consequences of the very fluctuating opimon 
which regulates the action of Indian admimstration, and 
of the unfortunately small amount of real knowledge of 
the essential facts to be dealt with, which is possessed 
by persons mfluential in forming and directmg that 
opimon, have constantly tended to throw heavier bur- 
dens on the profit and loss account of the projected 
system of works than was at first contemplated , but 
the thoroughly sound character of the scheme has been 
most sigmficantly proved by the ultimate financial 
results obtained, notwithstandmg the continually m- 
creasing seventy of the tests apphed to it AU that 
was first asked was that this policy should not lead 
to any mcrease of the pubhc burdens It has already 
reduced these burdens by a yearly amount of 3,000,000/ 
sterhng 

That an outlay between 40,000,000/ and 
60,000,000/ could be incurred without some blunders 
or failures was not to have been anticipated But 
there is no reason for regarding the failures which 
have occurred as more conspicuous than those which 
necessanly attend all human action, or than those 
whidi have arisen m the efforts to supply India with 
education, good laws, efficient courts of justice, and the 
hke. On the contrary there is the best ground for 
thinkmg, on the evidence which has been adduced of 
practical results, that no portion of the puWac 
hfns more completely and certainly repmd 
the people by whom it has beea provided than that 
vthick has be^* devoted to works of the productive 
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61ass; wMe it has been directly tnost beneficial to 
the people, it has tgreatly added to the resources of the 
State, and has led to an important improvement in,the 
general financial position of India 

Nor can the thorough success of this pohcy be 
challenged because an analysis of the elements of income 
and charge shows how large a portion of the effec- 
tive mcome is due to the older irrigation works, which 
naturally took advantage of the more easily accessible 
sources of water supply, and to the older railways, which 
occupied the main lines of traffic, or because that 
analysis indicates that the largest returns are mainly 
derived from a comparatively small number of con- 
spicuously profitable undertakings Nor will the prm- 
cipal conclusions be shaken if allowances are made for 
cases hke that of the Caven irrigation works, in which 
perhaps 100,000Z of the income now obtained is not^ 
due to any action taken by our Government A pohcy 
of this description must be judged by its results as a 
whole In its nature its success depends on balancing 
the unusually good against the bad The object in 
view was not merely to supply the more wealthy parts 
of the country with conveniences for which they could 
readily pay, W to give to the poorer tracts what to 
&mn were essentials of well-being, or even of ema fc- 
enoe, and which were quite beyond their mean® if 
were left unassisted Such an end couM cmfy b« 
secured by treatmg the undertaking as a whole, and 
deahng with India as a whole Thus, without putting 
undue pressure on any part of the commumty,the more 
prosperous have silently, but efficiently, aided the 
poorer, and the prospects of the future have be«a 
everywhere impioved 
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Note to Chapter VJI 

In the Accounts of the last two years the manner of treating 
the guaranteed railway receipts has been changed, so that the 
figures are not properly comparable with those of the earlier 
years The net traffic receipts now appear without modification, 
in the conventional currency of 10 rupees to IZ , instead of 
being converted into sterhng at the contract rates of exchange 
The new procedure is no doubt more correct Its effect is to 
make the railwav receipts appear larger, as they now include 
the amount which was before shown as ‘ Grain by exchange,’ 
and treated as ei; deduc tion from the ‘ Loss by exchange , ’ this 
last head being now to the same extent increased To bnng 
the years before 1879-80 into harmony with the two last years, 
an addition of rather more than 200,000i/ should be made to 
the net traffic receipts for each year from 1869 to 1872, of 
about 300,000^ for the next three years, and of 400,000Z for 
the next three It has been thought better to deal with the 
figures as they appear m the pubhshed accounts, making this 
explanation, rather than to alter them m what might appear a 
somewhat arbitrary manner Comphcations of the accounts 
are unavoidable in dealing with the adjustment of the rupee 
and sterhng currencies, and the guaranteed railway transactions 
The figures in this chapter will not be found to agree with 
those given in Mr J Danvers’ reports on Indian railways, those 
reports statmg the traffic receipts and expenditure at the con- 
tract rates of exchange, and not in rupee currency, and being 
also for the calendar and not for the financial year 

Further, it should be noticed that in the table on the 
preceding page, and in this chapter generally, the amounts of 
interest on debt are those shown in the published accounts, 
without the corrections explained at pages 118 to 120 



CHAPTER Vin 

THE PUBLIC DEBT OP INDIA 

THT TRITE ORITERIOlir OE THE POLICY OE BORBOWINO TOR PUBLIC WORKS— 
HrVESTMElSTTS 01^ REPRODUCTIVE WORKS SHOULD BE DISTIHCUISHED EROH 
ORDIHART DEBT— REVIEW OE IHCREASE OE DEBT AND ITS PRESENT 
AMOUNT AND CONSTITUENTS — ORDINARY DEBT AND CHARGE EOR IN- 
TEREST GREATLY REDUCED— INTEREST ON PUBLIC WORKS INVESTMENTS 
HOW EAR COVERED BY NET INCOME— GENERAL POSITION OE DEBT AND 
PUBLIC WORKS CAPITAL — ^RETURNS EROM THESE INVESTMENTS — DISCHARGE 
OE DEBT HOW EAR DESIRABLE — STERLING DEBT— ITS LARGE INCREASE- 
IMPORTANCE OE PREVENTING ITS GROWTH — DIEEICULTIES IN WAY OE ITS 
REDUCTION — RUPEE DEBT — EXPEDIENCY OE ESTABLISHING A SINKING 
EUND EOR DISCHARGE OE DEBT INCURRED EOR PUBLIC WORKS — ^MARKET 
PRICE OE SECURITIES INDICATES COMPLETE MAINTENANCE OE CREDIT- 
GUARANTEED RAILWAY CAPITAL — THE OBLIGATIONS IT CREATES — IMPOR- 
TANCE OE EXERCISING POWERS OE PURCHASE— RESUL IS OE PURCHASE 01 
BAST INDIAN RAILWAY 

It has already been remarked that the true criterion of 
the financial success of the pohcy of borrowing money 
for the prosecution of pubhc works, and the true 
test of how far provision has been made for future 
expenditure on famine rehef by present reduction of 
debt, will be found in the actual burden caused from 
time to time by the pubhc works and debt taken toge- 
ther It IS, of course, true that many other causes 
besides the two just referred to operate in determining 
the amount of debt incurred or discharged, and of 
the interest charge arising from the debt , but if it be 
found that the charge on account of debt is not in- 
creased, and, a fortiori, if it is duectly reduced, it may 
be unhesitatingly affirmed that the measures of the 

1 3 
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Government have been successful, m proportion to the 
value to the country of the works provided for its 
material improvement and protection against famine 
Though the evidence already adduced in proof of 
the success of these measures, and of the wisdom which 
dictated their adoption, might be considered sufficient, 
yet it IS desirable that every possible hght should be 
thrown on so important a subject, and the more so 
because it has been freely asserted that the increase of 
late years in the pubhc debt of India has become a 
great danger, and that, whatever be the importance 
of the objects aimed at by those who advised bor- 
rowing to extend public works, this course ought 
altogether to be abandoned 

It is a manifest misuse of language to speak of out- 
lay on works of permanent utihty, which, as a whole, 
already meet all the expenses arising from them, and 
yield a surplus after paying the ordinary rate of inte- 
rest on the capital laid out on them, as though such 
investments, if provided for by borrowing, were un- 
distmguishable, or rather ought not to be distin- 
guished, from debt for which no return can either be 
obtained or hoped for The debt which has been in- 
curred for the productive public works of India, viewed 
as a whole, is debt which involves neither the obliga- 
tion of reimbursement nor a charge for interest, but 
which brings a direct profit to the debtor , and it would 
be as little rational to describe the capital outlay on 
the railways of Great Britain as a grievous burden 
on this country, as to speak of the similar investments 
in India as a danger or an evil 

It 18 no doubt a fair question for discussion whether 
the Government, in adoptmg the system of constructing 
these works directly through its own agency, did what 
was best in the actual circumstances, and this will be 



PRESENT POSITION OP INDIAN DEBT 


117 


more fully considered subsequently But the pomt 
more immediately in view is to ascertain the actual re- 
sults of the course that has been pursued 

Statements will be found in the Appendix which 
show tlse position of the debt of India since 1868-69 
The total amount of the permanent debt appearmg m 
the accounts has increased from 97,379,000^ at the 
end of that year to 157,149,000Z at the end of 1880 
-81, or m all by about 60,000,000/ The above 
amounts include the debt mcurred for productive 
pubhc works, which has increased from 1,241,000/ 
to 39,656,000/, or by 38,415,000/ , and the sum 
raised m part payment for the East Indian Eailway and 
for subsequent capital outlay, amounting to 10,208,000/ 
Allowance must also be made, as a set-off against the 
addition to the debt, on account of the loans and 
advances to municipahties pubhc trusts. Native States, 
and others which, in the j&rst-named year, were httle 
more than 680,000/ , but in the last exceeded 8,000,000/ 
These loans and advances are covered by correspond- 
ing payments of mterest, and, as no ultimate habihty 
or charge on the revenues can arise from them, they 
create no permanent burden In the last year of 
the senes a sum of 5,306,000/ was transferred from 
the ordinary debt to the productive pubhc works debt 
(under the lules that have been before explained), 
to cover the capital outlay from revenue on the pro- 
ductive pubhc works which have been aided by bor- 
rowed money Consequently the whole debt in the 
last year, stated in round numbers, may be thus 
divided — ordinary debt, 93,839,000/ , productive 
pubhc works, 44,962,000/, East Indian Railway, 
10,208,000/ , loans and advances, 8,140,000/ , total, 
167,149,000/. 

To make a proper cdmpar^on between the first and 
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last years of the senes, it becomes necessary, however, 
to point out that m 1874 a sum of 4,679,416/ was 
added to the debt to complete the sum required for the 
discharge of the East India Company’s stock m that 
year, the capital amount of which was not entered m 
the account as debt The residue of the sum, about 
7,500,000/, was obtamed by the investment of the 
guarantee fund formed in 1834, which was dealt with 
altogether outside of the pubhc accounts Conse- 
quently, for a proper comparison, the sum of 4,579,416/ 
should be looked on as having formed part of the 
pubhc debt m 1868-69, instead of having been in- 
curred only m 1874 Further, the sum of 6,306,000/ 
transferred from the ordinary to the productive pubhc 
works debt in 1880-81, was, m fact, spent in a long 
senes of years, commencing before 1868-69 It as not 
now possible to say how much of this amount is due to 
the earher period, and for purposes of the present 
comparison it will be best to omit the transfer entirely, 
thereby assuming that no reduction of the ordinary 
debt has taken place from this cause since 1868-69, 
which IS a view unduly unfavourable to the period 
after that year * 

Making these allowances, it will appear that the 
ordmaiy debt in 1868-69 stood at 100,033,000/ , and 
in 1880-81 at 99,146,000/ , or was reduced by nearly 
3,000,000/, and this reduction will be an effective one 
if the interest on the rest of the debt is adequately 
covered by corresponding receipts To ascertain how 
this is we must turn to the interest charges 

In dealing with the interest chaiges, that item 
interest which is paid on service and other funds and 
deposits must be excluded from consideration, as it 
represents payments of a totally different character 
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from that of mterest on the debt propei , the former 
being more or less optional in their nature, and in no 
way representing habihties caused by borrowing to 
meet the financial exigencies of the State 

The gross mterest on debt pioper (with which is 
included in the accounts, till 1874, the payment of 
630,000^ yearly to the proprietors of India stock) was 
a little m excess of 6,000, 000^ m 1868-69, and rose 
to 6,096,000^ m 1880-81, the average rate (excluding 
the pa 3 unent on India stock, the capital of which is 
not included with debt) having, at the same time, fallen 
from 4 6 per cent to 3 8 per cent 

The net interest rose from 4,814,000/ to 5,251,000/ , 
or only by 437,000/ , the net rate paid (excluding the 
loans and advances on which mterest is charged by 
Government to its debtors) being 4 3 per cent in the 
first year, and 3 2 per cent m the last 

For purposes of comparison a correction of the mte- 
rest charge, similar to that above made m the account 
of the capital debt, will be needed Of the 630,000/ 
entered m the earher years for the payment to pro- 
prietors of India stock, 450,000/ may be properly 
regarded as the sum which was coveied by the ac- 
cumulated guaranteed fund, and 180,000/ as the true 
interest charge corresponding to the capital sum of 
4,579,416/ added to the debt in 1874, as before ex- 
plained In hke manner the interest on the capital 
amount of 6,306,000/ , transferred to productive public 
works in 1880-81, amounting to 238,000/, should 
follow the capital debt, and be deducted from the inte- 
rmit charge on the ordinary debt in 1868-69 Making 
these corrections the net mterest charge in 1868-69 
on ordmary debt will be 4,097,000/ , and m 1880-81, 
2,896,000/ , showing a reduction of 1,201,000/ yearly 
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The interest charge on productive works (excluding 
the guaranteed interest) will in like manner be 267, 000^ 
in 1868-69, and (excluding also 344,000^ on account of 
the East Indian Eailway) 2,011,000^ in 1880-81, show- 
ing an increase of 1,744,000^ It remains ta be seen 
how far the receipts cover this charge 

The net income of pioductive public woiks, ex- 
cluding the guaranteed railways and canals, rose from 
199,000/ in the first year to 1,634,000/ in the last, 
an improvement of 1,335,000/, leaving, theiefore, a net 
increase of charge of 409,000/ in 1880-81 for interest 
not covered, and reducing the improvement under 
ordmary debt, from 1,201,000/ to 792,000/ 

As, however, the policy contemplated the inclusion 
of the guaranteed railways and canals in the general 
category of productive works, the charge or income, as 
the case may be, due to them must also be considered 
The net charge for the guaranteed works m 1868-69 
was 1,961,000/ while there is in 1880-81 a net receipt 
of 626,000/, making (after deducting 344,000/ foi 
interest on account of the East Indian Eailway which 
appears as a charge under interest on debt) an improve- 
ment of 2,243,000/ , this, combined with the net im- 
provement of 792,000/ before arrived at, produces a 
total reduction of 3,035,000/ of net yearly charge for 
interest and productive works together 

On the whole, therefore, it is not only true tibat the 
capital of the ordmary debt may be regarded as having 
been reduced in 1880—81 by 1,000,000/ below what it 
was in 1868-69, and the interest on it by about 
1,200,000/ yearly, but besides this, after paying i||| 
whole interest on the money actually borrowed Wt 
productive wo^ks, and on 6,260,000/ spent from re- 
venue, and meet^g the whole charge ansmg from tile 
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guaranteed railways, the net income of the works is 
such that there now remains only the small deficiency 
of 196,000Z as compared to a deficiency of 1,791,000^ 
in 1868-69, and of 2,269,000? in 1872-73 

That* the full significance of these results may be 
felt, it must be repeated that during the eight years 
1873-74 to 1880-81 there has been spent, as before 
said, from the revenues, on famme rehef the sum of 
14,700,000?, and in the three years 1878—79 to 1880 
—81 on the Afghan war 18,350,000? So that it has 
been possible in this penod of thirteen years to meet 
the entire charge arising from the most disastrous 
senes of famines on record, and to provide an mcrease 
of the capital laid out on productive works and other 
useful objects of no less than 68,000,000?, with an 
absolute reduction of debt instead of any increase, after 
having paid upwards of 18,000,000? of war charges 
Looking to the actual position in 1880-81 we find 
it to be as follows — 


Total amount of ordinary debt 

^93,839,000 

Net interest tbereon 

2,898,000 

Total guaranteed railway capital, including tbe East 

Indian Kailway 

£97,728,000 

Gross receipts therefrom 

12,065,000 

Net receipts 

5,495,000 

Net Government leceipts, after payment of all in- 
terest 

337,000 

Total State railway capital 

26,689,000 

2,176,000 

Gross receipts therefrom 

Net „ „ 

602,000 

Net charge after payment of interest on capital 

608,000 

Total irrigation capital (excluding Madras Company) 

17,806,000 

Gross receipts therefrom 

1,357,000 

Net „ jf 

927,000 

Net income after payment of interest on capital 

76,000 

Total capital 

£14^2,228,000 

Gross receipts 

16,597,000 

Net ^ 

7,024,000 

Net State charge after paying all interest 

196,000 
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Yiewmg the aggregate public debt and guaranteed 
railway capital as investments for the benefit of India, 
we shall find that the whole amount stood in 18fi8— 69 
at 176,547,000^, and at 244,669,000^ in 1880-81, 
with a corresponding charge on the revenues/'of India 
in the former year of 6,576, OOOZ , being at the rate of 
3 8 per cent , and of 3,106,000^ m the last, being at the 
rate of 1 3 per cent , thus, with an inciease of 40 per 
cent in the amount of the mvestment, the charge on the 
pubhc has been reduced to one-third of its oiigmal rate 

The sums paid yearly as interest on debt and as 
the interest and surplus profits of the guaianteed 
railways, which constitute the return upon the invest- 
ments of the capitahsts who have furnished the amount 
above mentioned, have increased from 8,984,000^ to 
rather more than 11,000, OOOZ in the year 1877-78 and 
those following it Setting aside the 3,000,000/! which 
IS, so to speak, the burden placed on India for its un- 
profitable debt, there remams a sum of 8,000,000^ which, 
therefore, represents the yearly profits on the capital 
mvested in the great pubhc works , profits, moreover, 
obtamed without causing any burden on India, India, 
on the contrary, obtaimng the vast advantages of the 
works with no payment excepting that which is volun- 
tarily made for the convemences supphed in return 

Such results show conclusively how httle foundation 
there is for the allegation, on the one side, that the recent 
pubhc works pohcy of the Government of India baa 
been leading to consequences of an alarming nature, 
from the burden they are throwing on the country , and 
on the other, that this pohcy has proved a bar to tl|fs 
profitable investment of capital in India 

In closing this part of the discussion, it may be well 
to indicate more precisely what has been the amount 
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of the burden which has actually been placed on the 
revenues durmg this senes of years, and which it was 
from the outset foreseen would be a necessary conse- 
quence of the measures adopted It may easily be 
calculated that the accumulated net charge due to the 
productive pubhc works, guaranteed railways, State 
railways, and irrigation works from 1868-69 to the end 
of 1880-81, with compound interest yearly at 4 per 
cent , would amount to rather more than 22,000,000^ 
If the whole of this sum had been borrowed, and no 
charge whatever had been thrown on the revenues by 
the payment of mterest, the present result would be 
that the net yearly interest charge for productive works 
would be increased from 196,000/ to 1,037,000/ 
Hence, in such an event, the aggregate net charge for 
productive works, together with all interest, mcluding 
that on the ordmary debt, would have been mcreased 
from 3,091,000/, as it now is, to 3,933,000/ Com- 
parmg this with the total charge in 1868—69, viz 
6,576,000/, we should still find an improvement of 
more than 2,500,000/ yearly, so that from this point of 
view also the result remains thoroughly satisfactory 
Further, it becomes obvious that so far from 
Lord Lytton’s Government havmg failed to make pro- 
vision for the future possibilities of heavy charges for 
famme by the present reduction of debt and of net in- 
terest, to secure which the measures of so-called famine 
insurance were designed, as wiU be subsequently ex- 
plained, such has been the elasticity of the revenues 
that the ordinary debt is less now than it was in 1877 
by 6,000,000/ , and the net charge for interest less 
by 1,000,000/, while the net charge for productive 
pubhc works of aU sorts, including all interest on capi- 
tal, has virtually disappeaied That this has been 
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accomplislied m the midst of a time of extreme financial 
pressure, consequent on the war m Afghanistan, and 
immediately following the recent years of most severe 
droughts, has doubtless been mainly due to the rapid 
increase of the wealth of India during this period , but 
the success is complete, and those by whose action 
and whose counsels the way has been opened for it 
may confidently abide by the verdict which facts have 
thus already pronounced 

The foregoing statements supply a firm ground on 
which to rest the consideration of the pohcy which 
India may best adopt in future in relation to its public 
debt It IS not necessary here to reproduce the well- 
known truisms which are so often repeated as to the 
importance of paying off debt from surplus income 
The practical question which needs attention is how 
best to secure a reasonable diminution without inter- 
fering with the progress of the country, and with- 
out placing undue burdens upon the revenues for pio- 
viding works of permanent utihty by whicli posterity 
will benefit even more than the piesent generation of 
taxpayers 

Attention has elsewhere been directed to the increase 
of the home charges which has attended the growth of 
the Sterhng debt and of the guaranteed railway lia- 
bfiities, and an opmion has been expressed that every- 
thing possible should be done to reduce lihis branch of 
the expenditure The sterhng debt has increased firom 
*31,698,000/ in 1868-69 to 71,335,000/ in 1880-81, 
that IS, by 39,637,000/ If from this be deducted the 
4,579,000/ required to complete the discharge of the 
sum due to the proprietors of India stock, and the 
9,576,000/ raised in connection with the East India 
Eajlway pui chase, there wiE remain nearly 25 , 600 , 000 /. 
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as the addition to the sterhng debt caused by the financial 
exigencies of the period, and it is difficult to avoid the 
conclusion that this is the one serious blot on the 
administration of Indian finance in this period 

That the additions to the home debt thus made were 
regarded as unavoidable in the actual circumstances is 
not questioned, and indeed such were the difficulties of 
the time, in consequence of the gieat fall in exchange, 
that it IS possible that no other course could have been 
followed But unless a recovery m the exchange takes 
place, the rehef obtained by borrowmg in London 
may in the end be very dearly purchased Excluding 
the last two years of the senes, there has been httle 
advantage gained by borrowing in sterhng, other than 
that secured by avoiding the loss by exchange on an 
equivalent rupee remittance, and sooner or later this 
must be made good aggin, if not on the discharge of 
the debt then on the payment of the interest on it, un- 
less some fortunate turn of events shall once more raise 
the value of the rupee to something like its old rate 
Considering the very obvious importance of reduc- 
ing the home disbursements of the Indian Government 
to a nymmum, and the equally obvious difficulties in 
the way of making remittances by the sale of the bills 
of the Secretary of State on India, m sufficient amount 
to pay off any important part of the sterhng debt, it is 
not easy to see what objection could be taken, on 
grounds of general pohcy, to any mea&ures that could 
be devised lor transforming the sterhng into rupee debt, 
and thus obtaimng indirectly those means of discharging 
thte debt which cannot be obtained directly Though 
it may be true that Enghsh constitutional practice 
requires the* sanction of Parliament to the raising of 
loans in England by the Secretary of State for India, 
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there would be no apparent cause for jealousy of a 
power to tran&foim sterling into rupee debt, or to sell 
rupee securities, subject to the condition that the pro- 
ceeds should be applied to discharge sterling debt oi 
other similar sterhng habilities • 

In deahng with the rupee debt there are no such 
technical difficulties to be overcome, and the main ques- 
tion with refeience to it is to considei what aie the 
conditions under which it is possible or expedient to 
continue borrowmg for the prosecution of pubhc 
works, and at the same time to discharge debt It 
can hardly be said that the debt of India at present 
causes any very heavy burden on the country, or that 
there is any particular urgency in its reduction The 
net chaige for interest is hardly m excess of 3,000,000Z , 
out of a total net expenditure of 46,000,000Z 

The part of the debt due to pubhc works may be 
taken at 55,000,000Z , or, excluding the East Indian Rail- 
way portion, 45,000,000^ It would not appear unrea- 
sonable to piovide foi the gradual discharge of this by 
the action of some foim of sinking fund, which should 
distribute the burden over a senes of years One per 
cent on the capital, with mteiest at 4 pei cent , would 
pay It off in about forty years, and some such rate ap- 
pears hkely to be suitable For reasons which will be 
stated subsequently it would ptobably be preferable to 
place the responsibility for the gradual discharge of the 
capital debt incurred for pubhc works, on the Provin- 
cial Governments under which they are constructed 
and kept in operation Such a sinbng fond would at 
present involve an actual discharge of debt to the 
extent of about 450, 000^ yearly, and the changes which 
occur from time to time by the lapse of old secunti^ 
would commonly give the opportunity of applying the 
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accumulating contributions m a convement manner 
The powers which are possessed by the currency 
department to invest the currency reserve in Govei n- 
ment securities to the extent of six crores of rupees 
would give facihties for such operations 

As the discharge of debt can only take place when 
there has been a surplus of revenue over expenditui e, 
the contmuance of any policy of reducmg debt neces- 
sarily imphes a succession of years of surplus, and in- 
volves the recurrence of a consideration of the relative 
expediency of reducing taxation, or applying a realised 
surplus to the discharge of debt , but it would mani- 
festly be out of place here to enlarge on such a subject, 
which can only be usefully dealt with as the occasion 
actually arises 

An examination of the market price of the secuii- 
ties of the Govermnent of India durmg the period 
under review gives no useful indications of the extent 
to which the increase of the total amount of the debt 
may have affected the selling price The fluctuations 
appear to have been mainly dependent on the varying 
rates of mterest m the money market, and the rates of 
exjchange between India and England, and the latest 
results are altogether opposed to any idea that the 
markets have been overweighted with such securities 
either in this country or in India How httle the credit 
of the Indian Government has been affected by the 
clamours of the past year or two is sufiiciently demon- 
strated by the fact that the issue price of the loan 
issued in Calcutta in the spring of last year, immediately 
after the announcement of the senous error that had 
been made m the war estimates, was actually higher 
than the market price immediately before, and the 
success of the Secretary of State’s per cent loan, 
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■which immediately rose to a piemium, points to the 
same conclusion 

Befoie leaving this part of the subject reference 
may perhaps usefully be made to the position of the 
Indian Government in relation to the g*iaranteed 
rail-way capital The obhgation to pay interest on this 
at the stipulated rate, commonly 5 per cent, with a 
set-off of the net traffic receipts, operates of course in a 
way which, when there is any deficiency in the net re- 
ceipts, IS identical -with a habihty to pay interest on 
ordinary debt This charge at present is from 500,000/ 
to 700,000/ yearly, of which more than half is due 
to the Madras Railway The Great Indian Peninsula 
Railway causes a charge of less than 100,000/ in one 
half-year, m the other half-year giving a surplus, and 
may so remain for some years The Oudh and Ro- 
hilkhund and the South Indian hnes will probably 
continue to bring a charge, from 50,000/ to 100,000/ 
each, for several years The Punjab and Sindh hne 
has improved consideiably, but is still hkely to cause a 
buiden of about 100,000/ The East Indian and the 
Eastern Bengal lines aie permanently yielding a surplus 
income The Bombay and Bai oda hne will certainly 
reach this condition almost immediately 

The conditions of the contracts with these com- 
pames are complicated, and it is not necessary to ex- 
plain them in detail But in all cases they are such 
as to make it to the interest of the Government to 
exercise the power of purchase, which is among the 
conditions, at the earliest date possible It happened, 
very unfortunately for the interests of India, that owing 
to a misconception on this point the Secretary of State 
some years ago gave up his first power of purchase 
in the case of the Great Indian Peninsula, Bombay and 



PUBCHASE OE EAST INDIAN RAILWAY 


129 


Baroda, and Madras railways, and cannot exercise it 
for twenty-five years to come The money value of the 
loss caused by this eiror can hardly be estimated at 
less than several milhons sterhng, but it is now beyond 
remedy, and all that can be done is to take caie that 
no such blunder is again permitted On the whole 
it seems probable that, at least foi the next ten years, 
the aggregate burden caused by the less productive of 
these railways will not be reduced much below 600,000^ 
yearly , but the set-off that is even now obtamed 
from the more profitable hnes covers the deficiency, 
and yields a direct suiplus, and the ultimate advantage 
to the State, though in a somewhat distant future, and 
paid for by consideiable present sacrifices, will certainly 
be very large 

The power of purchase has been already exercised 
with the most satisfactory results, m the case of the East 
Indian Eailway, and a brief explanation of the manner 
m which this was done, and of its piesent and probable 
future financial effect, will afford the best indication of 
the way m which other similar operations may be 
expected to work 

The Secretary of State, under the contract with the 
East Indian Bailway Company, was able to purchase 
their undertaking by creating an annuity for seventy- 
four years in their favour, equal in capitahsed value to 
the amount of their share capital, taken at the average 
price during the thiee years preceding the purchase 
This price was by agreement settled at 125/! for lOOZ 
* stock, and the rate of mteiest foi calculating the 
annuity at U 6s per cent The capital having been 
26,200,000/ an annuity of 1,473,750/ was created, 
which is at the rate of 4^ per cent on 32,750,000/ 
At the same time the Government took over the 
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debentures of the company, aggregating m amount 
4,460,000^ The purchase having been thus disposed of 
a working lease of the railway was given to the com- 
pany, on the following basis A nominal sum of 
6,550,000?, which is one-fifth of the purchase-money 
on which the annuity was reckoned, was to be left with 
the Secretary of State dunng the currency of the lease, 
a corresponding deduction being made fiom the amount 
of the annuity On this sum interest was guaranteed 
at the rate of 4 per cent on the security of the revenue 
of the ladway The net receipts of the hne after pay 
mg all working expenses, and a contribution to a Pro- 
vident fund, were then to be dealt with as follows 
Prom the receipts were to be deducted the following 
sums (1) the amount paid by the Secretary of State my 
account of the annuity, (2) the guaranteed interest to 
the working company, (3) mterest on the debentures 
taken over from the old company, and (4) mterest on 
all moneys advanced by the Secretary of State for the 
purposes of the working company The Secretary of 
State was to supply aU needful capital required for 
extensions of the undertaking, being paid mtoiest there- 
on as just stated The residue was then to be divided, 
m the proportions of one-fifth to the working company 
and four-fidths to the Government All sterling pay- 
ments of mterest and annuities, &g , made by the SeO!r<fc* 
tary of State were also to be converted mto rupee 
currency at the current rate, instead of at the old fixed 
conventional rate of l6 lOf? per rupee 

The general result of the change thus made will * 
appear by comparing the actual amounts received by 
tlie Government and the company respectively for the 
year 1880, under the new arrangement, with what they 
would liave been under the old one. 
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Under the new arrangement, the net traffic receipts 
for the year, after the payment to the Provident fund, 
being 2,84,66,849 rupees,^ they were distributed as 
follows 

Annuity and Interest Es 1,90,71,220 

Surplus to Company Ks 17,72,690 

Eesidue to Government ^ Es 76,22,939 

Under the old contract the result would have been 

Guaranteed Interest, 1,498,000^ at Is lOd Es 1,63,41,818 

Suiplus to Company Es 69,94,107 

Loss by Exchange on Guaranteed Interest Es 11,23,102 

Eesidue to Government, net Es 60,07,766 

Therefore the Government direct advantage is 26,15,173 
rupees, or about 260,000^ m the year But as this 
profit will be made after paymg the mstalments of the 
purchase-money included m the annuity, the average 
amount of which for the 74 years is about 440,000^ 
yearly, the whole advantage may be taken at 700,000/ 
yearly The present yearly Government income from 
the railway being about 7 60,000/ , about 53,000/ has to 
be deducted from that sunt as the mterest on Govern- 
ment capital advanced foi the undertakmg, so that the 
present yearly clear income may also be taken at 
700,000/ This will go on increasing as the receipts 
of the railway improve, and at the end of the term of 
seventy-four years, with the lapse of the annuity, the 
Government, having completed the purchase of the 
railway, will come into the receipt of a clear yearly 
income which cannot be less than 2,500,000/ sterhng, 
and probably will be much more 

^ Tbe Indian system of reckoning money is by crores, lakbs, and thousands 
of rupees, so that this sum would be read as — ^Two crores, eighty-fom: lakhs, 
sixty-six thousand eight hundred and forty-mne rupees 
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DBCBOTBALISATION OP FINANCIAL ADMINISTRATION 

SEBAT EXTENT OF INBIA — ^BUTEEBNCPS AMONS 1TB PEOVINOES — ^EOEMATIOIT 
OF flT8T>ATi.ATl!l ABMrNISTBATrVB OOYBBNMENTS — ^BBT WlTHOttT FWANOIAIi 
POWBE— NECBSSIJY FOK STJOH POTOKS ECCOSNISED — DIPFICiriTtES 
CABBED BT ITS ABSENCE— MBA8TOES FOE ITS INTEODBCTION SBOQESTID 
— CAEBIBD OUT BT lOED MATO IN 1871—3X8 MEABTOBS DIBOEIBBD— 
FIEST APPUBD TO BXPENDITBEE— THBIE EFFECT— THBIE DBPIOIENOIES 
— ^EXTENDED IN 1877 BT INCI.UDIN6 KBVENtIB— TBB SCOPE OF THESE 
EXTENSIONS — ^FTOTHEE EXTENSIONS OONIBMPIATBD— SBNEEAE EBSBITS 
OF PODIOT OF DBOENTEAXISAHON— SHOTTED BE APPEIED TO MANASEMENT 
OF PBODTTCTIVE PBBIiIO WOEEB — SIE A BDEN’S OPINION ON EESBETS OF 
POEICT IN BBNGAIi— PEOPOSAES MADE BT MB BEISHT 

Allusion has more than once been made to the 
measures which have been taken for inci easing the 
financial authority and responsibility of the Local 
Governments Their extreme importance has not been 
imderstood or appreciated by the pubhc, which sees 
httle of their practical workmg, but they have m feet 
revolutionised not only the financial relations which 
formerly existed between the Supreme and Provincfial 
Governments, but the whole system of Indian adminis- 
tration Of these measures a more particular account 
wiU now be given 

India, it ought always to be remembered, is no 
homogeneous country, but a continent contaimng many 
nations, the differences between which are as great as 
those which exist between the nations of Europe. It 
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IS further from Lahore to Calcutta than from London 
to Naples, and wide as is the difference between England 
and Italy in physical conditions and m the character 
of their inhabitants, the differences between the Punjab 
and Bengal are hardly less We should think it 
absurd to suppose the same plans of administration to 
be necessarily apphcable in all their details to aU the 
countries of Europe, and it is not less absurd to suppose 
it of Lidia And it may here be observed that this 
consideration may often afford the explanation of 
divergencies between high Indian authorities on matters 
not only of opimon but of fact We frequently hear 
complamts of the impossibihty of learning anything 
certam about India , we are told that statements made 
yesterday, by men who ought to know, differ entirely 
from statements made by men of equal knowledge 
to-day These uncomphmentary comments of Enghsh 
cntics often have their origm in forgetfulness of the 
vast extent and the varying conditions of the provmces 
comprised under the common name of India 

The necessity for dividing the country mto separate 
governments, and entrusting the chief local authorities 
with large executive responsibihty, arose very early 
But so long as the British power was in the tran- 
sition state mentioned m the first chapter of this 
work, the much smaller amount of the revenues, and 
simpler character of the administration, rendered the 
management of the finances a matter of comparatively 
P TPab difficulty It was not until after the Mutmy m 
1857 that anythmg deservmg the name of a regular 
■fiTiaT^fflfl.1 administration was estabhshed m Bntish India 
The enormously costly measures adopted for the restora- 
tion of ttutjiority and order, followed by the hardly less 
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impenous demands for funds to meet the rapidly 
growing wants of the country, then made it appaient 
that a system of strict financial control over all parts of 
the empire, and all branches of the executive govern- 
ment, had become essential This control was naturally 
centered m the Supreme G-overnment of India, and 
almost of necessity it was, at the outset, exercised in the 
form of a veiy severe repression of expenditure 

At that time ^ the Local Governments, which practi- 
cally carried on the whole administration of the coun- 
try, were left with almost no powers of financial 
control over the afians of their respective provinces, 
and no financial responsibihty Everything was rigor- 
ously centrahsed in the Supreme Government, which 
took upon Itself the entire distribution of the funds 
needed for the puhhc service throughout India It 
controlled the smallest details of every branch 
of the expenditure, its authority was required for 
the employment of every person paid with pubhc 
money, however small his salary, and its sanction 
was necessary for the grant of funds even for purely 
local works of improvement, for every local loud, and 
every building, however insignificant 

The evils of this system became more and more 
mamfest as time went on. There grew up gj^uasdly, 
among the most competent advisers of the 
ment, a strong conviction that radical changes were 
necessary By no one was this opimon more forcibly 
urged than by Lieut -General Dickens, then Secretary 
to the Government of India, m the department of 
public woiks, who in a memorandum written m 

‘ The following account of the meaeutes of financial decentrahsation 
adopted by Lord Mayo le, for the most part, extracted from Sir doha 
Straohay’s Financial Statement for 1877-78, which was founded on 
written by General Strachey 
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Septerabei 1860, when serious discussions on the 
subject had already begun, proposed to confide to 
Local G-oveinments a large share in the management 
of the finances He protested against a system under 
which the exercise by the Supieme Government of 
constant and minute control in matters of petty detail 
was ‘regarded with feehngs of aversion by the local 
governors, whose poweis it curtails, and with whose 
acts it interferes The consequence is, as might be 
expected, that the Local Governments render at best to 
the Supreme Government a cold and langmd support in 
financial vigilance and refoim , they too often exhibit 
a passive resistance, and even countenance evasions 
of regulations mtended to be conducive to economy 
The Supreme Government is always suspicious and 
dissatisfied , the Local Government, always sulky and 
discontented ’ 

In the financial statements for 1861-62 and 1862-63 
Mr Laing dwelt strongly on the evils of the existing 
system , and m the latter of those years he spoke as 
follows — 

‘ If this great empire is ever to have the roads, the schools, 
the local pohce, and other instruments of cmhsation which a 
flourishing country ought to possess, it is simply impossible 
that the Imperial Government can find either the money or the 
management The mere repair of the roads, where anythmg 
like d sufficiency of good roads has been made, is matter alto- 
gether beyond the reach of any central bureau It is of the 
first importance to break through the habit of keeping every- 
thmg m dependence on Calcutta, and to teach people not to 
look to the Government for things which they can do fax better 
for themselves 

It 18 most desirable to break through the system of barren 
uniformity and pedantic centralisation, which has tended m 
times past to reduce aU India to dependence on the bureaus of 
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Calcutta, and to give to Local Governments the power and the 
responsibility of managing their own local affairs The great 
branches of the expenditure, such as the army and national 
debt, are imperial , and while this is the case, the great branches 
of revenue must remam imperial also But there is a wide 
field, both of revenue and expenditure, which is pro;perly local, 
which in England is met by local rates, and which, in fact, must 
be met locally, or not at all ’ 

Mr Laing made no actual change m this respect, 
but the necessity for some measure of reform became 
daily more apparent The business of supervising 
m a central office all the details of the receipts and 
expenditure of the empire had become so enormous, 
that its proper performance was impossible ‘I do 
not think,’ wrote Sir Henry Maine, ‘ that anybody can 
have observed the recent workings of our system of 
financial control without coming to the conclusion that, 
if It be not on the point of an inevitable collapse, it is, 
at all events, in great danger of going to pieces, unless 
the strain be hghtened somewhere ’ 

For many years the ordinary financial condition of 
India had been one of chronic deficit , and one of the 
main causes of this state of affairs was the impossi- 
bihty of resisting the constantly increasing demands of 
the Local Governments for the means of providing every 
kind of improvement m the administration of their re- 
spective provinces Their demands were practically 
unhmited, because there was almost no hmit to their 
legitimate wants, and the Local Governments had no 
means of knowing the measure by which their annual 
demands upon the Government of India ought to be 
regulated They had a purse to draw upon of unlimited, 
because unknown, depth , they saw, on every side, the 
necessity for improvements , their constant and justifi- 



EVILS OF CENTEALISED SYSTEM 


137 


able desire was to obtain for then own piovinces and 
people as large a share as they could peisuade the 
Government of India to give them out of the general 
revenues of the empire , they found by experience that 
the less economy they practised, and the more impor- 
tunate their demands, the more likely they were to 
persuade the Government of India of the urgency of 
their requirements In representmg and pressmg those 
requuements, they felt that they did what was nght, 
and they left to the Government of India, which had 
taken the task upon itself, the responsibihty of refusmg 
to provide the necessary means 

The Government of India had totally failed to check 
the constant demands for increased expenditure , there 
was plainly only one remedy — to prevent the demands 
being made — and this could only be done by imposing 
on the Local Governments a real and effectual responsi- 
bility for maintaining equihbnum in their local finances 
There could be no standaid of economy until apparent 
requirements were made absolutely dependent upon 
known available means It was at that time impossi- 
ble for either the Supreme or Local Governments to say 
what portion of the provincial revenues was properly 
applicable to local wants , for the revenues of the 
whole of India went into a common fund, and to deter- 
mine how much of this fund ought fairly to be given 
to one province, or foi one object, and how much to 
others, was impracticable ‘ The distribution of the public 
income,’ General Strachey wrote, ‘ degenerates mto 
somethmg hke a scramble, in which the most violent 
bftfl the advantage, vath very httle attention to reason , 
as local economy leads to no local advantage, the 
stimplns to avoid waste is reduced to a minimum , so, 
S9©o local grow^^cff the‘mcome leads to an increase 
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of the local means of impiovement, the interest in 
developing the pubhc revenues is also brought down 
to the lowest level ’ 

The unsatisfactory condition of the financial rela- 
tions between the Supreme and the Local Governments 
led to other evils Constant differences of opinion 
about petty details of expenditure, and constant inter- 
ference of the Government of India in matters of trivial 
importance, brought with them, as a necessary conse- 
quence, frequent conflicts with the Local Governments, 
regardmg questions of provincial admimstration, of 
which they were the best judges, and of which the 
Government of India could know httle The relations 
between the Supreme and Local Governments were 
thoroughly inharmonious, and every attempt to make 
financial control more stringent increased an antagonism 
the mischief of which was felt throughout the pubhc 
service 

It was not until 1867, when Mr Massey had charge 
of the financial department that the subject began to 
assume a clear shape Defimte proposals were then 
for the first time made for the adoption of specific 
practical measures which should accomplish the object 
in view Their author was General Strachey, the 
principles laid down in papers written by him m 1867 
are those which have since received so wide an applica- 
tion, and the practical course he suggested has been 
followed in the proceedings taken up to the present 
time for conferring on Local Governments a teger 
measure of financial responsibility and power Although 
Mr Massey was unable to carry those proposals into 
eflhct, he gave them his firm and constant support, and 
this contributed greatly to their ultimate adoption 
To Lord Mayo belongs the honour of hawing 
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actually applied the only effectual remedy for these 
serious evils He lesolved to carry out, so far as 
circumstances allowed, the leforms which General 
Strachey had proposed , to give to the Local Govern- 
ments the»economical standard which they required , to 
make over to them a certain income withm which they 
must regulate their local expenditure , and to leave to 
them, subject to certain general rules and conditions, the 
responsibihty of managing their own local affairs 

From the commencement of the official year 1871-72 
the financial control of the following services was trans- 
ferred to the Local Governments gaols, pohce, educa- 
tion, registration, medical services, printing, roads, and 
civil buildings 

The objects in view were stated by Loid Mayo him- 
self in the Legislative Council on March 18, 1871, as 
follows — 

* Under these eight heads it is proposed to intrust the ad- 
ministration, under a few general conditions, to the Provincial 
G-ovemment s, and a fixed contnbution will be made from im- 
penal revenue every year It is impossible to prophesy 

or say at present what can be done in the far future , but I 
should be misleading the Local Governments if I were not to 
say that it is our opinion that these sums are now fixed at an 
amount which cannot be exceeded for at least a number of 
years I think it desirable that this should be perfectly under- 
stood, because one of our objects is the attamment of as great 
an amount of financial certainty as is possible But, in 
addition to the increased power of administration which it is 
proposed to give to the Local Governments, an admimstrative 
change wiU take place, which I think they will be able to exer-> 
018$ with advantage They will have a large sum to devote to 
loc^ olgects , the power of allotment will be left absolutely to 
tbem , and &ey will be able to vary their grants for roads, 
ciVil baildfBgff, education, and other heads, from year to year, 
ai they may dbiskahle? m seme prowmees it may be 
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desirable m one year to spend a larger sum on roads , m others 
it may be desirable to fill up some shortcomings with regard to 
education or other objects The Local G-ovemments will thus 
be able to exercise that power of allotment with much greater 
satisfaction to themselves and to the public than they did under 
the old system, when they were obliged to consult thh Supreme 
Government, not only as to the allotments that were made in 
the beginning of the year, but also with regard to any appro- 
priations that were thought desirable withm the year, provided 
that those appropriations exceeded a certain amount 

‘ I have heard it stated that, by the proposals which we 
make, there may anse a separation of interests between the 
Supreme and Local Governments , I fail to perceive any strength 
whatever m this assertion , I believe that, so far fiom there 
being a separation of interests, the increased feeling of respon- 
sibility and the feeling of confidence which is reposed in them 
will unite and bind together the Supreme and Local Govern- 
ments to a greater extent than before I beheve that we 
shall see, in place of greater uncertainty, greater certainty , we 
shall see works and objects earned on with more vigour, enthu- 
siasm, and with less hesitation, when these works and thesQ ob- 
jects are effected under the immediate responsibility of those 
who are most interested in them ’ 

The gross sum made over yearly to the Provincial 
Governments for these services, and some few others 
transferred between 1871-72 and 1877-78, amounted 
to about 6,600,000? 

The onginal distribution of the provincial grants 
was strictly based on the then actual expenditure under 
the heads transferred That there were great difler- 
ences m the incidence of the public buidens m diflbront 
provinces was well known, but it would mainfesfly have 
been quite impracticable to have attempted any re 
adjustment at that time, and all idea of dividing the 
available revenues among the several governments, on 
Iheofetical conceptions of supposed equity, was dehber- 
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ately rejected Nor is it indeed apparent how any more 
satisfactory prmciple could have been adopted than to 
start from the status quo of each province, leaving the 
lemoval of inequahties to be effected by degrees and by 
a readjustment of local burdens 

When Lord Lytton became Viceroy, and Sir John 
Strachey took charge of the financial department of 
the Government, six years’ experience of the new sys- 
tem had been gamed, and there was not, nor had there 
ever been, a dissentient voice, either m the Supreme 
Government or m any of the Local Governments, m 
regard to its success The only fault ever found with 
it was that, although an excellent begmnmg, it did not 
go far enough Every object with which the change 
of system was made had been gamed , the old friction 
between the Supreme and Local Governments had been 
diminished , the authority of the Supreme Government, 
and Its power of general control, instead of being weak- 
ened, had become stronger and more real since the 
attempt to mterfere m all sorts of petty details had 
been abandoned , and the Local Governments had been 
able to carry out many measures of improvement 
which would otherwise have been impracticable 

The most important object of all, so far as the 
imperial finances were concerned — that of economy 
and the prevention of increased expenditure — ^had been 
completely gamed The charges made over to the 
Provmcial Governments had been selected because they 
were specially liable to mcrease Between 1863-64 
and 1868-69 the cost of the services m question rose 
from 5,112,000^ to 6,030,000Z, or at an average of 
nearly 200,000^ a year In 1870-71, m consequence 
of the determmed efforts of Lord Mayo’s Government 
the charges which had been growing at so alarmmg a 
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rate were reduced to 5,197,000^ , but until the new 
system was mtroduced, there was little reason for 
hoping that the process of constant increase would not 
immediately recommence Five years after the change 
of system had been made, the expenditure on*the whole 
of the assigned services remamed almost unaltered 
The total charges only exceeded by 200,000il the sum 
to which, by extraordmary efforts, they had been 
reduced in 1863-64, and they were less in 1876-76 
by 700,000^ than they were in 1868-69 When the 
figures were examined in detail they were stiU more 
satisfactory, for they showed that theie had been 
a reduction of expenditure under nearly all heads 
excepting ‘ Education ’ and ‘ Medical,’ or, in other 
words, that the people had got more schools, hos- 
pitals, and dispensanes, although less money had been 
spent on gaols and police 

When Lord Mayo’s measures were taken in 1870, 
there was much ignorant talk about their leading to an m- 
crease of local taxation, and it has been loudly asserted 
that in consequence of those measures new burdens 
had been imposed on the countiy, which wore none 
the less serious for being called local There is no 
foundation for such statements The Local Govern- 
ments obtained no powers of taxation which they did 
not possess before, and excepting in the North-Western 
Provinces, Punjab, and Oudh, where new rates for local 
purposes were imposed to a very moderate extent, the 
measures of 1870 led to no fresh taxation It is true 
that a considerable increase to local taxation was msuie 
about the same time in Bengal, Madras, and Bombay, 
but this was an accidental coincidence, and had no oon- 
jaection whatever with the introduction of the new 
mjskem, of admmistiation and finance. 
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The chief defect of these measures, excellent so far 
as they went, was that they dealt 'almost exclusively 
with expenditure, and hardly at all with income If 
it was certain that provincial responsibility would lead 
to economy in expenditure, it was equally certam that 
it would lead to improvement in those sources of 
revenue which depend for their productiveness on 
good administration 

I'or example, the two great heads of mcome, excise 
and stamps, yielded in 1876-77 5,360,000^ The 
whole of this went into the Imperial treasury , the 
increase or decrease in the receipts mainly depends, 
in the long-run, on good or bad management , and bad 
management of such resources means not only the 
wasteful throwmg away of revenue without any rehef 
to the country, but very possibly the needless imposition 
of other and more objectionable taxation In the finan- 
cial statement for 1877-78, Sir John Strachey referred 
to this subject in the following terms — 

‘ How IS this better management to be obtained ? — The 
answer seems to me simple it can be obtained in one way 
only , not by any action which gentlemen of the financial de- 
partisatto, or any other department of the Supreme G-ovem- 
can take while sitting hundreds or thousands of miles 
away in their ofl&ces in Calcutta or Simla , not by examining 
figures and writing circulars , but by giving to the Local 
Governments, which have in their hands the actual working of 
tfelSe g^teat branches of the revenue, a direct and, so to speak, a 
person^ interest in efficient management It may be very 
Wrcaig, but it is true, and will continue to be true while human 
paJ Mire remains what it is, that the local authorities take little 
jj^erest in looking after the financial afiairs of that abstraction 
the Supreme Government, compared with the mterest which 
they take in matters which immediately affect the people whom 
they have to govern When Local Governments feel that good 
administration of the excise and stamps and other branches of 
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revenue ’wjH give to them, and not only to the G'ovenunent of 
India, increased income and increased means of carrying out the 
improvements which they have at heart, then, and not till then, 
we sLall get the good administration which we desire ; and with 
it, I am satisfied, we shall obtain a stronger and more real power 
of control on the part of the Central G-ovemment tSan we can 
now exercise ’ 

Lord Lytton had al-ways, from the time of his 
assumption of office, desired to carry out to its full 
legitimate extent the policy -which had worked so 
successtuUy, and consequently in 1877 he effected a 
further important application of the original scheme, 
•which on grounds of expediency Lord Mayo had not 
attempted in 1871 The services which were the 
subject of the settlement of 1871 were gaols, x^istra- 
tion, pohce, education, medical services, pnntm^, 
miscellaneous pubhc improvements, and civil buildin^l** 
with the connected receipts In 1877 the system was 
extended to all the remaimng services, excepting the 
few admmisteied directly by the Central Government, 
or m the management of which the Local Governments 
could mamfestly exercise no influence At the same 
time, the revenues from stamps, excise, law and justice, 
and some other items, were surrendered, under certam 
conditions, to the Local Governments To these was 

> 

added the hcence tax as soon as it was imposed. 
Moreover, the management of some of the railways and 
aU of the canals -within their jurisdiction was made over 
to the Local Governments The object of all that was 
done was, as far as possible, to i enounce on the part of 
the Government of India all responsibility for the 
detailed management of these revenues and services, 
and to mtrust this lesponsibihty to the Local Govern- 
ments 
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These new arrangements still left the Local Govern- 
ments without any separate interest in the land, the 
forest, and some other items of revenue As regards 
the Governments of Assam and Burmah, this defect 
was cured in the settlements made with them in 1879 
By these settlements, all the revenues and all the ser- 
vices which could possibly be made provincial were so 
treated, and for the balance, instead of a fixed sum, 
a fixed proportion of the land, forest, and other reve- 
nues was assigned to the provincial treasury 

It will give a better idea of the practical scope of 
these measures, and of their admimstrative importance, 
to mention that the revenues assigned under them to 
the Provmcial Governments amounted m 1880-81 to 
close upon 10,000,000Z sterhng, to which were added 
supplementary grants from the revenues reserved as 
Imperial of about 4,250,000^ , thus the sum of about 
14,500, OOOZ was placed at the disposal of the Local 
Governments, for provincial purposes, besides the more 
strictly locahsed income designated as Local amountmg to 
nearly 3,000, OOOZ , or altogether moie than 17,000,000^ , 
out of the 69,000,000^ which constitutes the whole 
gross pubhc revenue 

The latest settlements have worked most satis- 
factorily , stiU they are not perfect On the one hand, 
the Central Government has not always reserved a suffi- 
cient share in the increase of such revenues as those 
from excise, stamps, and registration On the other 
hand, the interests of the Local Governments in the 
land revenue, and m the other revenues now shared 
between them and the Central Government, are not 
substantial enough It is also felt that it would be 
desirable, without msisting on any unmeaning identity, 
to make the arrangements with* the several provinces 

L 
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more uniform The existing settlements liaving been 
made separately at various times, the terms of one 
settlement sometimes differ needlessly from those of 
another The Government of Madras, moreovei , has, 
since the original settlement of 1871, declined to enter 
into any extended arrangements, and none of the recent 
measures apply to that Presidency No leason for this 
was apparent to the Government of India, except that 
chrome and invincible dishke of change by which the 
Madras Government has been so often distinguished 
Sir John Strachey had hoped, befoze leaving India, 
to complete the policy described in this chapter by a 
revision of the settlements with all the Local Govern- 
ments upon a uniform and comprehensive basis What 
he contemplated was as follows The revenues and 
charges aiising from tributes, salt, and opium, allow- 
ances and assignments, the administration of the post 
office and telegraphs, the pohtical department, the East 
Indian Eailway, the guaranteed railway companies, and 
all items recorded only m the accounts of the Central 
Government, would have remained wholly im penal. 
The revenues from forests, excise, and assessed taxes, 
stamps, and registration, and the import duties on 
hquors, would have been shared equally between the 
Local and Central Governments Each Locad Oovim' 
ment would have received a fixed pro^MrUem ttsfc 
land revenue to make good the difference between its 
assigned revenues and expenditure, and the rest of 
the revenue and expenditure, with a few exceptions, 
would have been provmcial The assignment of a 
share of the land revenue formed a part of General 
Strachey’s original scheme, but was dehberately avoided 
at first m order to remove as far as possible aE objec- 
tions to the practical adoption of the measure, and to 
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^introduce it in a form that should not excite opposition, 
or risk failure, from its too large dimensions 

To complete this scheme the Local Governments 
ought to have some interest m the salt revenue also , 
there ^e, however, difficulties in arranging this 
Except in Burmah the salt revenue brought to 
account m each province is not the duty levied upon 
the consumption of salt withm the provmce , it would 
be difficult to ascertain the true local consumption, and 
objectionable to allow to a Local Government a share 
in the duty levied on salt consumed beyond its junij- 
diction 

The foregoing is an outlme of the measures for 
completing the pohcy of financial decentralisation 
which Sir John Strachey proposed, and the needful 
details of which have been worked out by Mr Chap- 
man in the department of Finance with much care 
and labour The plan awaits the consideration of 
the Government of India ^ Under it, mstead of the 
general allotment now made, amounting to about 
4,250,000Z , specific proportions of the separate items of 
revenue would be assigned for provmcial purposes, 
amounting in all to about 7,000, OOOZ , with a cor- 
responding addition to the charges that would become 
provincial, so that the provincial mcome and expenditure 
would be raised from 14,500,000/ to 17,000,000/ 

The facts and figures given in this chapter and 
elsewhere show how completely successful this pohcy 
of decentialisation has been Viewing it m its finan- 
cial aspect, we find that in the last twelve years there 
has been, on the whole, no increase m the charges 

^ While these pages were passing through the pi ess, the decision of the 
Government to cairy out arrangements Tbased on these plans has hetn 
announced 
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under the chief provincial heads, the only exceptions 
bemg a moderate growth of the expenditure upon 
education, medical services, the mternal civil admims- 
tration, and gaols The provincial revenues are 
flourishing, and show every indication of sifccessful 
management The aggiegate surplus of piovincial 
revenue over expenditure during the twelve years has 
amounted to more than 2,000,000^ , so that the provin- 
cial treasuries were able without difficulty between 
1879 and 1881 to contribute 670,000^ towards the 
necessities of the central treasury arising from the war 
The total amount standing to credit as the provincial 
and local balances was at the end of 1880-81 rather 
more than 3,000,000Z , and in 1881-82 is estimated at 
2,500,000Z , after providmg for an inci eased expenditure, 
compared to the previous year, of nearly 1,000,000/ 

The admmistrative results are equally satisfactory 
Controversies between the Central and the Local 
G-overnments are now almost unknown , the transaction 
of public business has been greatly facihtated , and the 
Local Governments are generally well content, not only 
with their financial position, but with the wide measure 
of admimstiative independence which they have ob- 
tained And this last is the greatest result of all 
Interference with the petty details of expenditure 
necessarily mvolved interference in all the details of 
adimmstration The Local Governments are incom- 
parably stronger than they were, and the efficiency of 
all the most important branches of the pubhc service 
has been increased As was said at the beginning of 
this chapter, tlie whole system of Indian admimstration 
has been profoundly affected by this change The 
Viceroyalty of Lord Mayo will be honourably remem- 
bered for Its introduction, to that of Lord Lytton 
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belongs tbe honour of its accomphshment T]|^e reform 
IS now not fai from complete, all that remains bemg 
to make final improvements of detail, and to give the 
pohcy an extension m a diiection which Lord Lytton’s 
Government had desired, but was unable to accom- 
plish The nature of this extension will be briefly 
stated 

The arrangements which have been described relate 
almost exclusively to the receipt and expenditure of 
the ordinary revenues They should be supplemented 
by others, more completely handing over to the Local 
Governments the responsibihty for applying borrowed 
funds to works of pubhc improvement It would have 
been the aim of Lord Lytton’s Government to appro- 
priate suitable sums, proportional to the ascertained 
wants of the several provinces, m a manner that would 
have secured to the Local Governments reasonable 
contmuity in their operations, and would have freed 
them in respect to this part of their duties from the 
necessity of constant references and appeals to the 
Central Government, in a way similar to that which has 
been accomphshed in dealmg with the ordinary funds 
derived from the revenues The measures of Provincial 
decentrahsation will not be complete until the Local 
Governments have been invested with full responsibility 
for the financial administration of all branches of the 
pubhc service, the executive management of which is 
placed in their hands , and with this responsibihty 
should be joined that of originating all measures needed 
for the good government of their respective charges 
Were this done, the Government of India would be 
freed, as it should be, from aU details of local business, 
and would assume its proper position of a controlling 
authority oijly 
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One direction in which the efibrts of Lord Lytton’s 
Government thus to extend the powers of the Local 
Governments were frustrated calls for special notice It 
IS plainly an object of considerable importance to obtain 
the co-operation of local capitahsts m the prosecution 
of useful works In the North-Western Provinces, 
Sir W Muir, when laeutenant-Govemor, undertook a 
branch railway on this pnnciple A large part of the 
requisite capital was supphed by persons locally in- 
terested m its success, the residue being made up fiom 
the Provmcial funds A moderate guarantee of mterest, 
to be met from Provincial revenues, was promised on 
the capital locally subscribed, as weR as the right to 
participate in half the profits m excess of the guaranteed 
mterest A local committee of native gentlemen was 
formed from among the subscribers of the capital, which 
was consulted as to the tariff and busmess arrangements 
of the hne 

The success of this undertaking, which almost from 
the outset gave a return a httle in excess of the gua- 
ranteed rate of interest, and caused no burden on the 
Provincial revenues, made it clear that the plan might 
be usefuUy adopted in other cases, and the Local Govern- 
ments, generaRy, were invited to adopt the system, 
under certam rules which were framed to secure financial 
regularity, and prevent the undue ei^neion of the Pro- 
vmcial habihties Two or three works of local interest 
were immediately brought forward for prosecution m 
this manner , considerable sums were subscribed locaRy 
for them , and the subsequent gr^t success of one of 
them, the Patna and Gya PaRway, shows that the plan 
was one of much promise But before it had received 
such a development as would certainly have rendered 
most valuable assistance in the extension of works of 
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local improvement, and would have imtiated a system 
of true local co operation for such purposes, the Secre- 
tary of State issued orders which had the effect of 
arrestmg all further progress in this direction He 
required J;hat all money raised locally, under engage- 
ments by the Local Governments to pay interest from 
the Provincial revenues, should be treated as though it 
had been borrowed by the Imperial Government, and 
that the amount thus provided should be deducted 
from the hmited sum to which he had restricted the 
loans for the prosecution of Pubhc Works It followed 
that the Local Governments could not mcrease the 
means at their disposal by thus receiving local aid All 
mducement to seek it was removed, and a plan of the 
greatest promise fell — stiU-born The centrahsing power 
of the Government of India, and of the Secretary of 
State acting through that Government, which it had 
been desired to relax in a new direction, was strictly 
maintamed, and the means of developing a healthy and 
useful spirit of local co-operation and self-support, which 
it had been proposed to give to the Local Governments, 
were withheld 

The reduction of the total amount to be spent on 
pioductive works, and the refusal to authorise this use- 
ful extension of the powers of the Local Governments, 
were subsequently followed by still furthei lestrictions, 
both on the classes of works that might be undertaken 
with borrowed money, and on the apphcation to them 
even of funds obtained from the revenues of the year 
It IS hardly necessary to point out how little such a 
restrictive pohcy finds any justification, either m the 
present state of the finances, or in the actual results of 
the different course that was tiU lately followed in this 
matter, how manifestly it stands in the way of the 
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reasonable development of Provincial administrative 
and linancial responsibility, on which the future pro- 
gress of India essentially depends , nor how seiiously it 
must interfere with the early provision of those means 
of protection against future calamity, which a true 
perception of the demands of good government and 
ordinary humamty ahke require 

The following extract from a Resolution of the 
Government of Bengal, reviewing the position ol that 
province at the commencement of the present financial 
year, affords the best possible corroboration of the views 
expressed in this chapter The able Lieutenant-Governor 
of Bengal, Sir Ashley Eden, whose independence of 
judgment and freedom from aU disposition to exaggera- 
tion are beyond question, and whose cordial co-operation 
with the Government of India in all matters affecting 
the financial admimstration calls for special acknow- 
ledgment, uses these words -— 

I 

« * That the system of decentralisation has been thoroughly 

snccessM in Bengal is suflSeiently clear from the foiegoing 
sketch The revenues have rapidly increased, independently 
of any new taxation , useless expenditure has been curtailed ; 
and funds have been made available for improvement under all 
branches of the Administration All grades of the service have 
shown the deepest interest in increasing the resources of 
€f-ovemment, under the belief that the surplus revenue would 
be available for the good of the province The three heads of 
improvable revenue made over to the management of the Pro- 
vincial Government, with an income of 165J lakhs m 1876-77, 
will stand with an income of not less than 21 7 J lakJbs m 
1881-82 In the meanwhile, the Lieutenant-Governor has 
been able to carry out numerous works of improvement on his 
own responsibility, many of which, under the previous system, 
would have been indefinitely postponed Besides Tn a-kting a 
special contribution of 20 lakhs to the Imperial treasury in 
time of need, he has been able during these five yeaa^ to in-* 
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crease the staff of executive and judicial officers , to provide 
increased facilities for the administration of justice , to increase 
the grant for education , to make grants in aid of district com- 
munications and of works of drainage, sanitation, and municipal 
improvement , to build schools, colleges, and hospitals , to re- 
place the lints in which the public business was transacted, or 
prisoners were confined, by substantial masomy court-houses 
and gaols , to spend 20 lakhs on railways which will bring in 
a large return, 5 J lakhs on tramways, | of a lakh on a steamer 
service to improve communications with Assam, and 2 lakhs on 
a road to develop the trade with Thibet, to spend 11 lakhs on 
the first portion of a work which will develop the trade of Orissa 
and protect it from famine , and to spend ZS^ lakhs on im- 
proving navigation and providing a supply of pure water for 
the people “While 77^ lakhs have thus been expended on 
great measures of material improvement, and the expenditure 
on Ordinary Public Works has been increased from Es 25,12,000 
in 1877-88 to Es 63,53,000, exclusive of expenditure on pre- 
liminary works of railway construction, in 1881-82, and while 
no legitimate outlay has been spared to strengthen every de- 
partment of the Administration, the five years’ period, which 
opened with a credit balance of Es 2,88,000 only, will close , 
with a credit balance of at least Es 14,46,000 When it is recol- 
lected that under the system which prevailed before 1871 every 
new charge required the sanction of the Imperial Grovemment, 
that the decision on the demands of each province took no 
cognisance of the extent to which it had contributed to the 
general Exchequer, that nothing was to be gained by economy, 
because money left unspent by any one Grovemment was 
practically lost to it and only went to increase the amount to 
be scrambled for by all, some idea may be gained of the advan- 
tages which Bengal has reaped from the control of its own 
finances There is no department of the service which has not 
felt the benefit of the financial independence conferred on the 
Government immediately responsible for its admimstration ’ 

It may not be out of place here to point out how 
the measures of which this chapter gives an account, 
differ from certain proposals made by Mr Bright some 
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years ago He told us lu eloquent terras that it was 
foUy to suppose that so vast a country as India, with 
aU Its different nations and languages, could ever be 
bound up into a single State ‘What you want,’ he 
said, ‘ IS to decentralise your Government* What 
would be thought if the whole of Europe were under 
one Governor who knew only the language of the 
Eeejee Islands? ’ The basis of tiuth in these observa- 
tions IS obvious and undisputed But the projects by 
which Mr Bright would have abohshed the Governor- 
General in Council, and estabhshed half-a-dozen se- 
parate Governments in India having httle or no con- 
nection with each other, and each of them directly 
subordinate to the Government at home, would if 
carried out have hardly failed to destroy our Indian 
Empire Although it is true that we ought to de- 
centralise our administration, the last thing we ought 
to desire is to dimmish the authority of the Central 
and Supreme Government The one thing most essen- 
tial to India IS a strong Central Government We shall 
certainly never get such a government except m India 
Itself, and it is difficult enough to get it even there 
Experience has fully estabhshed that the only way to 
secure this object, and to maintain a true imperial 
* control, is for the Central Government to refuse to 
meddle with details which the local authorities alone 
can understand, and with which th^ alone can in- 
telligently deal 
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FINANCIAL MEASURES FOR MEETING FAMINE LIABILITIES 

FAMINE LIABILITEES MUST BE MET FEOM BEVENUES — TKETE HEAVY AMOUJS T 
— -LOED SALISBURY’S OPINION OF NECESSITY FOE LOCALISING THEM— 
BANGElE OP MEETING THEM BY BOEEOWING — PEOVINCIAL EEVENUES Ofc 
BENGAL MADE LIABLE FOE CHAEGES AEISING FEOM EAILWAYS AND lEEIGA- 
TION WOEKS — SIMILAR STEPS IN NOETH-WESTEEN PEOVINCES — LOED 
NOETHBEOOK’S VIEWS—FAMINF EXPENDIIUPE ESTIMATED AT ONE-AND- 
A-HALF MILLIONS YEARLY — ^DECISION TO OBTAIN SPECIAL YEARLY SURPLUS 
OF THIS AMOUNT — TO BE APPLIED DIRECTLY OE INDIEEOTLY IN REDUC- 
TION OF CHAEGE FOE DEBT — FRESH TAXATION HOW FAE NEEDED — 
ACTUAL BECLIPTS FEOM NEW TAXEs — ^MISCONCEPilONS AS TO FAMINE 
INSURANCE— CEEATTON OF A FUND NOT PEOPOSED — PLAN NECESSARILY 
INOPERATIVE IN ABSENCE OF REAL SURPLUS — CHANGES OF POLICY MADL 
BY HOME GOVEENMENE — SUBSTANTIAL REALISATION OF SCHEME OP IN- 
SURANCE 

Amokg the measures which have engaged the attention 
of the Government of India durmg the last ten or 
twelve years, none have surpassed in their importance 
those which had their origm m the distinct recogmtion 
of the obligation to provide against the liabihties, 
financial as well as admimstrative, ansing from the 
destructive seasons of drought to which almost all 
parts of India are periodically subject These habihties 
included not only the necessary direct rehef of the 
population which suffers from scarcity or famine, but 
the obligation to carry out those pubhc works which, 
as experience has proved, afford the only true safe- 
guard against such calamities The very heavy expen 
diture which famine has entailed has been already 
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referred to How the administration of Lord Lytton 
dealt with these matters will now be described 

Shortly after Lord Lytton assumed the office of 
Viceroy, the south of India was visited by a most de- 
structive drought and famine, the measures fof the lehef 
of which were necessarily on such a scale of magni- 
tude, and followed so closely on the enormously costly 
operations thought requisite for meeting the famine m 
Bengal in 1874, that it became evident to the Govern- 
ment that one of the most obvious and important duties 
which the State was called upon to dis^^arge, was that 
of maturing and carrying into execution plans for 
guarding against the financial consequences of the 
outlay on rehef, which threatened to become riunous 
This question had to be taken up m a time of great diffi- 
culty, while the most serious drought of modern times 
was devastatmg the provinces of Madras and Bombay 
In a despatch, dated November 25, 1876, reviewing 
the rehef measures adopted in Bengal in 1874, Loid 
Salisbury had called the attention of the Government of 
India to the question of the proper incidence of the 
charges which have to be incuired for the relief of 
famine These, he argued, should be localised as far 
as possible He said that, however plain may be the 
primary obligation of the State to do all that is possible 
towards preservmg the hves of the people, it would be 
most dangerous, eithei to make the general revenues 
bear the whole burden of meeting al local difficulties 
and of reheving all local distress, or to supply the need- 
%1 funds by borrowing in a shape that ©stabhsh^ a 
permanent charge for all future time 

The first practical recognition of the principle on 
which Lord Salisbury thus insisted was given m Maardh 
1877 by measures which had for their object Uie im* 
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position upon the several provinces of responsibility for 
the charges incurred in providing canals and railways 
to give protection to the people against famine 

The famine which prevailed m Southern India 
rendered rt impossible at the time to think of imposing 
fresh burdens on Madras and Bombay, and the first 
measures of the Government were confined to the Ben- 
gal Piesidency, mcluding Bengal, the Forth-Western 
Provinces and Oudh, the Punjab and the Central Pro- 
vinces 

It was estm^ted that m Lower Bengal the capital 
outlay incurred by the Government on canals and rail- 
ways, in operation or under construction, would be at 
least 8,000,000/ To enable the Local Government to 
discharge the interest on the capital expended on these 
works, and to meet similar obhgations in the future, a 
provincial cess, of which more will be said further on, 
was imposed upon the land in Bengal 

Similar obhgations for the same purpose weie at 
the same time imposed m the Forth- Western Provinces, 
but they were much hghter than in Bengal , and to 
enable the Local Government to meet its new habfiities, 
all that was thought necessary was the introduction of 
a very hght hcence tax upon traders, estimated to yield 
60,000/ a year 

This was in the begmmng of 1877 InDecembei of 
the same year the Government announced the measures 
by which it hoped to complete a sufficient msurance of 
the whole country agamst the financial consequences 
of famine , and early in 1878 those measures were 
earned into effect The principle which underhes the 
pohey they involved had been pubhely recogmsed by 
Lord Forthbrook after the famine of 1874 in Forth em 
Bengal He said that famines could no longer be 
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treated as abnormal or exceptional calamities, and that 
sound financial principles required that the grave ob- 
ligations which they entailed upon the Government 
should be explicitly recogmsed and provided for among 
the ordmary charges of the State Within the previous 
ten years three serious famines had occurred The 
drought of 1866 led to famine in Behar and Orissa, 
the failure of the rainy season in 1868 and 1869 caused 
severe distress over a great tract of country in ITorthem 
India , and in 1874 came the famine m Bengal As it 
could not be doubted that India was hable to the 
periodical and not unfrequent occurrence of such calami- 
ties, Lord Fprthbrook justly concluded that to attempt 
to meet them merely by borrowing without a simulta- 
neous mcrease of income would be financially ruinous 
‘ Whatever means,’ he said, ‘ we may take to obviate 
or mitigate them, it must, under present circumstances, 
be looked upon as inevitable that fammes will from 
tune to time occur ’ He therefoie declared that, to 
enable the State to meet the obhgation of preventing 
and reheving famine, it was necessary to secure, in pros- 
perous times, a substantial surplus of revenue over ex- 
penditure, in addition to that necessary margin which a 
prudent adnumstration always requires for the ordinary 
service of the State Due provision would thus be 
made for meetmg occasional expenditure on famine 
He said that if this surplus were devdted in years of 
prosperity to the reduction of debt, or to preventing the 
increase of debt for the construction of prpductive 
pubhc works, there would be no objection to the pubhc 
expenditure exceeding the pubhc revenue in occasional 
years of adversity, so that ‘we might then meet the 
charges on famine from borrowed funds to the full ex- 
tent to which our surplus had permitted the discharge 
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of debt or prevented its increase Tbe principles thus 
enunciated by Lord Northbrook were fully accepted by 
the Secretary of State, Lord Sahsbury, but no steps 
were taken to put them m practice until they were 
made the*basis of the pohcy earned into effect by Lord 
Lytton 

The actual expenditure on fanaine rehef, mcludmg 
remissions of land revenue, in the five years from 1873 
to 1878, was neaily 16,500,000^ But there was good 
reason for beheving that this had been a period of 
exceptional disaster, and the Government came to the 
conclusion, necessarily m a somewhat arbitmrymannei, 
that, takmg an average of years, the annual cost of 
relieving famine, including loss of revenue and actual 
expenditure, was not hkely to exceed 1,500, OOOZ It is 
satisfactory to find that the probable sufficiency of this 
assumption has been confirmed by the subsequent 
elaborate inquiries of the Famine Commission, which 
has estimated the yearly average charge at 1,250,000/ 

‘ Considering,’ the Commission says, ‘ the doubts that 
must necessarily surround any such estimates, the ac- 
cordance of the sum thus obtained with the 1,500,000/ 
adbpted by the Government of India in 1878, seems to 
justify the behef that this last-named amount is not 
hkely to be exceeded as the average charge for famme 
rehef over a series of years ’ ’■ 

The Eeport of the Famme Commission gives so clear 
and succinct an explanati®n of the pohcy adopted, of 
the principles laid down, and of the objects aimed at 
fey Lord Lytton’s Government, that it may usefully be 
quoted here — 

‘ The G-ovemment,’ it says, ‘ has, with good reason, pro- 
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ceeded very cautiously m its arrangements for localising the 
expenditure which famines must involve It was declared that 
the Local G-ovemments should henceforth be regarded as 
responsible, to the full extent of what was possible, for providmg 
the means of protecting the people of their own provinces 
against famme, and of meetmg the cost of rehef wKen famine 
actually occurred As to the first of these objects, arrangements 
were made under which a guarantee might be given by each 
provmce for the interest on the capital expended on its own 
railways and canals, and the sources of income necessary foi the 
discharge of this liability being at the same time entrusted to 
it As to the second, it was expected that, by economical and 
judicious control of the expenditure on the numerous branches 
of the admmiisitration which have been transferred to Provincial 
Governments, a balance would be secured which would be avail- 
able for purposes of relief, and that such balances standing to 
the credit of provincial revenues should be exhausted before the 
imperial treasury could be drawn upon But it was recogmsed 
that there was a limit beyond which the provincial revenues 
could not sApply relief, and that resources must be created 
from which the central authority could supplement provincial 
funds on occasions of widespread and severe famme , and it was 
to this end that arrangements were made to secure a surplus of 
1 J millions of income over ordinary expenditure, in addition to 
the annual surplus of half a million otherwise regarded as proper. 
It was determined that this surplus should not take the form 
of a fund specially allocated to meet the cost of famine rehef, 
because such an arrangement would be financially inconvenient 
and objectionable. The mtention was simply that a source of 
revenue should be provided which would enable the fS-overtoneat 
to cany out the pnnciple on which it had for some years 
— ^that the rehef of famine distress must be regarded as a charge 
constantly liable to recur, which must be met like all other 
obhgatory items of State expenditure The fnoney obtained, or 
so much of the 1^ milhons as remained after meeting chirges 
for famine during the current year, was to be apphed to the 
discharge of debt, or the prosecution of remunerative pubhc 
works of a character likely to give protection to the couatiy 
against the effects of drought Such works might be expected 
to produce an income equal to the interest on the capital spent 



I’AMINB INSUEANCE PROPOSED 


161 


on them, and thus lead to a result financially identical with the 
discharge of debt, but otherwise more beneficial from the pro- 
tection given by the works As the G-ovemment was engaged 
in carrying out productive public works, the expenditure on which 
involved annual loans to the extent of three or four millions, 
the plan practically operated in reducing, to the extent of the 
surplus, the sum to be thus borrowed We see no reason to 
doubt that the general arrangements thus made were in the actual 
circumstances well smted to meet the diifficult problem that had 
to be solved, nor is it easy to see how such heavy and irregularly 
' recurring charges as those that anse from the relief of famine 
on a great scale of seventy and extent, could otherwise be met 
than by borrowing when the calamity occurs and by discharging 
the debt m times of prosperity, or securing such an increase of 
revenue from productive works as shall cover the interest on the 
debt’i 

According to tins plan, the Government, when the 
country is free from famine, would virtually reduce the 
pubhc debt by 1,500,000Z a year, or prevent debt to 
that amount, and resources would thus be stored up in 
years of prosperity, by means of which, when famine 
actually occurs, it would be possible to discharge the 
heavy obhgations which then fall upon the State 

The Government in 1877 came, as elsewhere stated, 
to the conclusion that the ordinary income and expen- 
diture of the State might at that tune be considered to 
be, for practical purposes, in a state of equihbrium It 
was therefore, in the opinion of the Government, neces- 
sary to improve the financial position by 1,500, OOOZ a 
year on account of famine habihties alone, and m addi- 
tion to this to provide a margin on the annual esti- 
mates of at least 500,000^ to meet unforcigeen con- 
tingencies 

A considerable portion of this total sum of 
2,000,000/ was supj>hed, without any addition to the 
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public burdens, either impenal or local, by the transfer 
of charges to the Provincial Governments under the 
measures of financial decentrahsation of which I have 
spoken , but fresh taxation was thought necessary to 
complete the whole amount required 

The new taxes actually imposed will be described 
elsewhere , it will now be shown what financial success 
has attended these efforts of the Government towards 
msunng the country against the habihties entailed by 
the periodical occurrence of famine 

The question whether this object has been gained 
IS practically identical with the question, which has a 
much simpler appearance, and which has already been 
answered in a previous chapter of this work, whether 
we have really secured a substantial annual surplus 
of income over ordinary expenditure of not less than 
2,OO0,OO0Z a year 

This was to be ascertained on a companson of the 
revenue with the expenditure, aftei excluding the ex- 
penditure on productive public works, which, to what- 
ever extent was necessary, might be provided for by 
loan That portion of the surplus which was especially 
required to meet famine liabilities, or 1,500,000^ , would 
be subject to reduction by any amount winch might 
be expended on famine rehef, or which might be lost 
m the shape of remission of revenue on account of 
famine The remainmg 500,000^ of the required sur- 
plus might be reduced by expenditure of an obviously 
abnormal and extraordinary character In otlier words, 
it was desired to secure an income sufficient to meet 
all ordinary charges year by year, besides 1,600,000^ 
for famme, and also all extraordmary charges up to 
600,000/ More than this was not aimed at For 
hesivy war expenditure, for instance, no provision was 
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made beforehand, and it would have been absurd to 
attempt to do so 

The amount of new taxation actually imposed 
amounted ongmaUy to 1,345,000Z , and is now about 
IjOOOjOQO^ Whether the pubhc accounts have shown 
deficit, surplus, or equihbrium, it is indisputable that 
if the new taxes were not apphed to stimulate fresh 
expenditure, they must have prevented debt, or per- 
mitted its reduction, to the exact amount which they 
have yielded, and that, when famme occurs, our re- 
sources for meetmg it will be mcreased by an amount 
exactly equal to the amount obtained from those taxes, 
with compound interest upon them 

The actual sum which they are estimated to have 
yielded in the aggregate in the three years smce they 
were imposed is 3,393,891Z In the same period the 
actual or estimated expenditure on famine rehef was 
417,420Z Therefore the taxation thus levied in these 
years has enabled us to defray the expenditure on 
famine rehef, and to prevent debt to the amount of 
2,976,471? with interest on this sum, and therefore 
to improve the general financial position to the same 
extent apart from other independent causes of expendi- 
ture, and to obtain a corresponding resource available 
in the future That this result has been achieved is 
self-evident , it is independent of the surplus or deficit 
of the revenue as a whole, and requires no further 
demonstration 

It has been asserted that the proceeds of these 
taxes have not been expended on the objects for which 
they *^ere injposed, but on the prosecution of the 
jlfghan war Such assertions are based on miscon- 
-ception of the facts These taxes were imposed to 
enable the State to meet its future habihties for the 
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relief of famine Their proceeds have been devoted to 
meeting these habihties as certainly as if they had been 
actually expended on famine rehef, or had been applied 
to the direct repayment of debt If these taxes had 
not existed during the last three years, the a-evenues 
would, as was shown, have been less by nearly 3,000,000^ 
than their actual amount, consequently the amount 
available for meetmg the whole public expenditure, 
including that on the war, which has obviously not 
been affected in any way by these taxes, has been in- 
creased by this sum, and the amount to be borrowed 
has been reduced by the same sum in other words, 
the public debt is now 3,000, OOOZ less than it would 
have been It is plain, therefore, that when serious 
famine next occurs we shall be able, if necessary, to 
borrow 3,000,000Z for its relief, without creating liabi- 
lities of a larger amount than that by which the present 
increase of the general liability has been prevented , 
any increase of debt due to the war is beyond the 
present discussion 

There has been much misunderstanding in regard to 
the so-called Famine insuiance fund or surplus, which, 
in fact, was never designed to be anything more than a 
mere surplus of annual revenue over expenditure, 
though the necessity for it arose from a particular 
cause It was impossible fol the Government, even if 
It had desired to do so, to have given a different 
character to this surplus, unless, indeed, the expedient 
had been adopted of paying the proceeds of the new 
taxes into a separate fund to be applied only to specified 
purposes From the very first, and at all times, every 
idea of this sort was repudiated by the Government as 
out of the question, foohsh, and impracticable, and no 
doubt will be equally repudiated in the future 



REFUSAL TO CONSTITUTE SEPARATE FUND 


165 


In further explanation of this point reference may 
be made to the following extract from the Budget 
Eesolution of 1879-80 

^ The propriety of the course followed by the Grovemment last 
year in refusing to constitute any separate fund in connection 
with the famine arrangements has thus, it may be added, been 
justified by the event Foreseeing the possibility of such a 
contingency as that which has actually occurred (namely, the 
anticipated failure of the surplus in consequence of the heavy 
fall in the exchange and the cost of the Afghan war), Sir John 
Strachey spoke in the Legislative Council on February 9, 1878, 
as follows — 

Any other decision might lead to results probably not con- 
templated by those who have suggested the establishment of a 
separate fund , I mean that this might involve the necessity 
for imposing fresh taxation Suppose, for instance, that the 
produce of the new taxes were, by law, strictly set apart from 
the general revenues and paid into a separate fund only to 
be applied to specified purposes , if then any sudden change 
of circumstances arose, calling for seriously increased expendi- 
ture, or causing a considerable falhng off in the revenue, we 
should have to choose between the imposition of fresh taxes and 
the abrogation of the law constituting the fund, for I set aside 
the idea of meeting the ordinary charges by borrowing as a 
course financially inadmissible This dilemma might arise, 
though the pressure was likely to be only temporary , nor can 
any one say that such a contingency would be at all improbable, 
or that it might not occur at any moment With all my desire 
to see the pledges maintained that we have given as to the 
application of a sum not less than 1,500,000? , as an insurance 
against famine, I think it would be irrational, under many cir-^ 
cumstances that I can conceive, to object to the temporary 
diversion of any necessary part of the revenue from this purpose 
with the view of obtaining relief which might be no less urgently 
required than that which experience has taught us to be 
requisite in meeting famine Without thinking of a future 
far removed from us, events might of course happen which 
would make it impossible even for u& who have designed these 
measures to maintain our present resolution 
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In the very nature of the case, a real sinking fund 
involves the existence of a real surplus, and the above 
extract clearly shows that this was well understood 
Indeed in circumstances such as had been foreseen, 
and were very soon to arise, the only effedt which 
the specially created resources could have, would be 
the indirect one which has already been explained It 
is obvious that the measures which were proposed 
could have no effect in averting other causes of ex- 
penditure, or in preventing debt being incuired for 
other objects, and that so long as the surplus was dis- 
sipated never nund how, or as debt was increased never 
mind why, no real sinking fund operations could be 
earned out 

That the nusunderstandmg which has been alluded 
to may have been due to want of precision in the 
origmal explanations of the pohey of the Government is 
not demed When these questions were first brought 
forward, bemg, as they were, new and compheated, 
they were not in their financial aspect veiy easy to 
comprehend, and some things were undoubtedly said 
which not unnaturally gave rise to misinterpretation 
Moreover, the difficulty which the public has had in 
understanding this matter has been increased by the 
fact that the ongmal pohey was afterwards greatly 
modified by Her Majesty’s Government, and some of 
the statements of the Government of India thus ceased 
to be apphcable This observation apphes especially to 
the orders of the Secretary of State, given in accordance 
with the recommendations of a Committee of the House 
of Commons, by which the Government of India was 
obliged greatly to reduce its expenditure on those 
works the construction of which it had looked upon 
as the best safeguard agamst famine If Lord Lytton’s 
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beneficent and adnairable schemes for the protection of 
the country have been abandoned or postponed, it 
has certainly not been his fault So far as his Govern- 
ment has been concerned, there was at no time any 
change ofi pohcy in regard to the subject of famine 
insurance, or to the construction of necessary pubhc 
works, or any failure to carry out any of the mtentions 
with which the new taxation was imposed 

But no apology or explanation is in truth needed for 
any part of these measures So far from the famine 
insurance pohcy havmg faded through the faults of its 
originators, the fact is indisputable that notwithstandmg 
aU the difficulties of the actual situation, the net charge 
for mterest on the pubhc debt, after makmg allowance 
for the receipts from pubhc works, has actually been 
reduced durmg the past three years by a much larger 
sum than had been aimed at The net charge for 
productive pubhc works and interest on debt fell from 
4,070,000Z in 1877-78 to 3,093,000/ in 1880-81 , that 
IS, more than 900,000/ , which is eqmvalent to a dis- 
chaige of debt of about 20,000,000/, so that mstead of 
there having been any fadure in the pohcy, it has 
obtamed an altogether unexpected measure of success, 
and m the precise manner that had been from the first 
designed 
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MEASURES FOR GIVim PROTECTION AGAINST FAMINE 

BEOTJERENOE OE EAMINE STILE TOATOIDABLE— MBASTTBES OE ALLEVIATION' 
AND PREVENTION POSSIBLE — NECESSITY EOR APPLYING THEM — LORB 
NORTHBROOK’S OPINION-EXTENSION OE RAILWAYS ANB IRRIGATION 
REaxriRED — INSUEEIOIENOY OE MEASURES ACTUALLY TAKEN— ‘LORD 
LYTTON^S PROGRAMME— EMIGRATION NOT APPLICABLE— IMPORTANCE OF 
EARLY EXTENSION OE CHEAP RAILWAYS — ^VALUE OE IRRIGATION — CO-^ 
OPERATION OE LOCAL GOVERNMENTS TO BE SECURED — STEADY SUPPLY 
OP EUNDS ESSENTIAL— PLANS FRUSTRATED BY ORDERS FOR REDUCTION 
OF OUTLAY t>N PRODUCTIVE WORKS— OTHER RESTRICTIONS IMPOSED — 
APPLICATION OF HALF OE FAMESfE SURPLUS TO UNRDMUNERATIVE WORKS 
PROPOSED — OBJECTIONS STATED TO THIS ARBANGEMENT 

The periodical recurrence of seasons of drought m 
ludia must be regarded as a physical necessity, and, in 
the present condition of the country, famine in an ex- 
treme form must at times be unavoidable The gradual 
advance of the economical position of the people can 
alone bring complete remedies , nor need we doubt that 
security may some day be attained equal to that now 
enjoyed in other countries, which, as their past history 
shows, long remained hable to periodical famines hardly 
less disastrous than those which have recently devas- 
tated India 

But It is certain that it is already possible to pre- 
vent, or very greatly to alleviate, by remedial measures 
the worst effects of scarcity When provision had been 
made against the financial habihties to which it had 
become obvious that the State was exposed m the 
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future by the recurrence of famine, it still lemained, 
therefore, to supply such direct means of protection 
and prevention as were practicable, and Lord Lytton 
regarded this object as being, if possible, even more im- 
portant than financial security 

After the famine in Bengal Lord Northbrook had 
insisted upon the duty which rested on the Government 
of sparing no efforts to provide railways and canals 
for this purpose, In the financial statement for 
1874-75, reference having been made to the necessity 
of providing a sufficient surplus of income over ordinary 
expenditure to meet periodical charges on account of 
famine, it was said that there remained — 

^ the further and more important consideration, whether the 
disastrous effect of periodical failures of ram may not be miti- 
gated, and to a great extent obviated, by the extension of irri- 
gation works, and of railways or other means of communication 
This subject has constantly received the attention of the 
Government of India Already a vast area of country has been 
rendered secure from the effect of a failure of rain by the irri- 
gation works which have been originated or renewed by the 
British Government Had it not been for the large expenditure 
upon the construction of the guaranteed railways, it would have 
been physically impossible to have taken adequate precautions 
to preserve the lives of the people in Behar In the forecast of 
expenditure upon reproductive pubhc works, published in July 
last (1873), it was announced that 2,700 miles of railway and 
irrigation works, calculated to secure from liability to drought 
50,000 square miles of country, would be constructed during 
the five years ending with 1877-78 at a cost of 22 ^ millions 
sterling This programme is sufficient to show that, before the 
occurrence of the drought of last year, the Government of India 
were fully alive to the necessity of a vigorous prosecution pf 
such works A general view is now being made of the position 
of the whole of Her Majesty’s dominions in India as regards 
liability to famine from the want either of the works of irriga- 
tion or of means of communication It will be the duty of the 
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G-ovemment to consider how far it may be desirable to accele- 
rate the construction of reproductive public works, and, if so, 
how the necessary funds shall be provided ’ 

But, as has too frequently been the case on other 
occasions, these promises were not followed Up by any 
sufficient action After the immediate pressure caused 
by the occurrences of 1874-75 had passed away, things 
went on m their old routine If such a review of the 
wants of the countiy as was spoken of was actually 
made, nothing came of it, and so far from any accelera- 
tion of the constiuction of productive pubhc works 
having ensued, a disposition to reduce the available 
funds began to find favour 

The subject, however, was once more taken up by 
Lord Lytton, with the serious intention of doing all that 
it was possible for a Government to do towards pre- 
ventmg famme, and furmshing the country with the 
machinery by which, when it occurred, the largest 
practicable amount of relief could be most speedily and 
elFectually distributed The new taxation, and the 
other measuies by which the finances weie improved, 
gave the means of carrying out these objects witli a 
certainty and rapidity which it would otherwise have 
been impossible to insure 

A nobler, more humane, or wiser programme was 
never devised by any Government for the benefit of a 
country than that put forth by the Government of 
India m 1878 for the protection of India against this 
most terrible and rumous and far-reaching of all 
natural calamities , and until it is brought into far more 
complete operation than has hitherto been permitted, 
the most urgent of the duties of the British rulers of 
India to the vast population they have undertaken to 
govern will be left unfulfilled The following extract 
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from Lord Lytton’s speech before the Legislative 
Council ^ IS quoted at length , as containing the clearest 
exposition of the whole subject of providing the country 
with protection against famine, through the instru- 
mentality cff public works, and his words deserve to 
be remembered among the wisest utterances of Indian 
Governors 

‘ The statement made by Sir John Strachey will, I trust, have 
satisfied the Council that the additional revenue now required 
by the Government, and the increased burdens which must con- 
sequently be borne by the people of India, are the inevitable 
consequences of famine, and of famme only I will not abuse 
your sympathies by harrowmg your feelings with any descrip- 
tion of the ghastly scenes I have witnessed this year in Southern 
India , scenes which, horrible as they were, only partially re- 
vealed the mass of unseen, unuttered misery that lay behind 
them I feel sure you will beheve that no such sights were 
needed to impress me, and I am equally confident that no such 
descriptions are needed to impress this Council, with a profound 
sense of the paramount obligation now resting on us all to spare 
no effort for preventing the recurrence, or mitigating the 
effects, of such calamities But of one thing I am convinced — 
our efforts must fail if they be merely the uneducated offspring 
of casual impulse and indefimte sentiment The primary con- 
dition of successful effort is the strictly sympathetic subordina- 
tion of it in all directions, and in all details, to the verified re- 
sults of experience, and the carefully ascertained conditions of 
what IS practically possible* It is not by the mdulgence of that 
morbid sensibility to the dramatic elements of horror which so 
unconsciously simulates compassion, it is not even by exclama- 
tory utterances of a generous impatience, or a genuine gnef, 
under the painful contemplation of the sufferings of our fellow- 
creatures, that we can practically prevent or alleviate such 
national calamities as those through which Southern India has 
been passing during the last two years I am profoundly per- 
suaded that every rupee superfluously spent on famme relief 

^ Some sentences ha've "been omitted which are not of importance to 
the present argument 
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only aggravates the evil effects of famine, and that in all such 
cases waste of money involves waste of life ^ 

^ The measures now before the Council have for their principal 
object the provision of that inerease of the public income which 
experience has proved to be the first condition of any piactical 
insurance against famine , and, therefore, it is only proper that 
the Council should knowhow we intend to employ the resources 
which its adoption of these measures will place at our disposal 
for that purpose 

‘ Our first duty must be, I fear, to recognise and face, with 
all its consequences, the sad but certain fact that, in the present 
social condition of India, famines cannot, for many years (I 
might almost say for many generations) to come, be entirely 
prevented The population of this country is still almost 
wholly dependent upon agriculture It is a population which, 
in some parts of India, under those securities for life which 
are the general consequence of British rule, has a tendency 
to increase more rapidly than the food it raises from the soil 
It IS a population whose consumption, in many places, trenches 
too closely on the crops already provided by its industry , 
and which, therefore, runs great nsk of having no accumulated 
produce to depend upon, whenever the eai-th has failed to 
bring forth her fruit in due season A people peimanently 
living under such conditions — a, people, that is to say, whose 
entire labour provides only just food enough for its own annual 
sustenance — is, it must be confessed, a people removed only 
a few degrees from a state of barbarism Until the accumu- 
lated fruits of mdustiy exceed the current requirements of 
the population for its own subsistence, there can be no growth 
in the wealth of the community , and until the national wealth 
— that IS to say, the exchangeable surplus produce of the 
country— has been increased up to a certain standard, there 
can be no adequate Security against famine* To the attainment 
of this object, therefore, all our eflforta, m every department of 
the admimstration, must be constantly directed* But, at the 
same time, it must also be always borne m mind that, until 
this object has been attained, no exertions and no expenditure 
on the part of the State can practically do more than provide 
for the restriction and mitigation of periodical s<mrcity* It li 
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^ not yet m the power of human science to foresee, still less to 
control, the uncertainty of the seasons , and this uncertainty, 
which IS so constant and violent in India, must always afllict with 
exceptional seventy any population that is habitually hvmg 
from hand to mouth Fortunately, however, the matenal ap- 
phances which already exist, and only need to he prudently 
developed, in order to provide us with an effectual insurance 
against the worst consequences of famine, are also those which, 
if nghtly employed, wiU most rapidly promote that general m- 
crease of the national wealth on which alone we can reckon for 
the permanent prevention of famine 

‘ Now, of the countless suggestions made from tune to timAj 
and more especially during the present year, for rendenng less 
bitterly ironical than it still seems, when read by the smister 
light of recent events, that famous mscnption on the huge 
granary budt at Patna for “ the perpetual pr&venUon offamme 
vth these prowmes” there are only three which merit serious 
consideration These are, Jwstly, Emigration , secondly, Eail- 
WATS , and, thvrdly. Irrigation Works 

‘ We must practically exclude the first expedient from the list 
of those on which we mainly rely as a means of insuring the 
population of India against the calamities of periodical femme 
The conclusion thus arrived at forcibly confines our immediate 
efforts to the most rapid development, by the cheapest methods, 
combined with the most appropriate and efficient application, of 
the only two remaimng mstruments for mcreasmg the produce 
of the soil, facihtatmg its circulation, and thereby improving 
the general social condition, and augmenting the collective 
wealth, of the whole community Those instruments are rail- 
roads and irrigation works 

‘ Now, the mcalculable value to India of her present railways 
has been unmistakably demonstrated dunng the past year , and 
the G-ovemment is unquestionably bound to stimulate the ex- 
tension of this class of works to the greatest extent, and with 
the greatest rapidity, consistent with the requirements of finan- 
cial prudence The capital expenditure on the guaranteed 
railways, dunng a penod of 28 years, has amounted to not far 
from 95 millions sterhng, with a result to be measured by about 
6,000 miles of broad-gauge line Dunng the last mne y^s 
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the outlay on State railways has amounted to about 18| 
milhons, producing 1,050 miles of broad and 1,200 miles of 
narrow-gauge hne, more or less fimshed I need not here re- 
open the once-vexed question of broad versus narrow gauge. 
For all practical purposes that question has long ago been 
settled TTad we now to consider the constructioit of long hues 
of rail solely, or chiefly, for military purposes, I doubt not that 
many arguments might be forcibly urged m favour of a broad- 
gauge system But when the object in view is to stimulate the 
exchange of commodities, and provide for a goods traffic with 
special reference to local needs and local means, then, I think, 
it cannot possibly be doubted that any extension of our railway 
system must be earned out in stnet conformity with that method 
which expenenee has proved to be the cheapest, and indeed the 
only one financially possible in the circumstances of a poor 
country with a langmd commerce The importance of strategic 
railroads to such an empire as this is not, m my opinion, open 
to question But it is not for the construction of strategic rail- 
roads that we are now seeking assistance from the local popular 
tions and G-ovemments of India ’ 

‘ It IS an unquestionable fact that the railways, and the rail- 
ways alone, were the salvation of the situation in North Behar 
during the famine of 1 874 , and that they have again been 
the salvation of the situation in Madras during the present 
year The sea, no doubt, would have thrown nee into the town 
of Madras , but, with the cattle dying of di ought, it would have 
been impossible to move the grain up-country , nor, if every 
possible mile of navigable canal had been completed throughout 
the Madras Presidency, would it have greatly helped us to throw 
grain into those very distncts where the famine has been at its 
worst, for the broken upland country of Bellary and Kumool, 
and the Mysore plateau, are physically impracticable for big 
canals , and had there been no railway within reach of these 
distncts, the people, where they have now died by hundreds, 
must have assuredly succumbed by thousands 

‘ I am satisfied that the development of a network of subsi- 
diary lines of railway, giving the means of transport throi;^h 
every district of Bntish India, lias become a matter of vita| 
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necessity for the attainment of the great object now before ns 
To accomplish this, in accordance with the financial and admin- 
istrative policy already explained, we propose to call npon the 
various Provincial Grovemments to undertake at once the pre- 
paration of such a scheme of local railways, with plans for their 
gradual and systematic execution, carefully made out by the 
best-informed local authorities Our present object is to render 
available, within the shortest possible time, a maximum length 
of line specially constructed for a slow goods traflSc, rather than 
to provide those more ample conveniences for passengers and 
goods which have been commonly deemed necessary for all 
Indian railways hitherto constructed We have every reason 
to beheve that, by restricting the works at the outset to the 
essential requirements of a slow goods traffic, we can, without 
any sacrifice of durability, or sound constructive principle, reduce 
the first capital outlay even below the amount which was found 
sufficient for the execution of the Hathras and Muttra Eailway 
in the North-Western Provinces — a hne which furnishes us with 
a most instructive illustration of what may be done, under a local 
Grovemment, in the way of thoroughly useful work executed at 
a small cost We have also m the United States of North 
America an encouraging example of the rapidity and financial 
ease with which cheap railroads may be constructed over vast 
tracts of sparsely populated territory, and of the incalculable 
benefits conferred by them on every part of a continent even 
more spacious in extent and various in climate than our own 
^ During my visit to Madras and Mysore I had many oppor- 
tunities of obtaining information about the distribution of grain 
into the distressed provinces I cannot doubt that but for the 
mam trunk lines of railway there must have been an appalling, 
and qmte irremediable, failure in the supply of food to those 
provinces , and, for all purposes of famine rehef^ I am equally 
convinced that the proved utility of these great arterial lines 
will be immensely increased by the cheap internal railroads we 
now propose to commence, with the intention of completing 
them as rapidly as may be compatible with the extent of the 
financial resources at our disposal for that undertaking 

‘ The early conclusion of such an undertaking must necessarily 
depend upon its financial practicability, and for this leason ail 
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minor considerations mnst be subordinated to the most rigid 
economy in constmotion, and the most severe lirmtation of the 
works to what is indispensable for the efl&cient exercise of their 
special function But if these conditions be duly complied with, 
I have confidence that, at a comparatively early penod, we shall, 
without any strain upon our financial resources, have extended 
to all parts and provmces of our Empire the most efficacious 
protection, not indeed from dearth (for that is impossible), but 
from those temble effects of dearth which now generally termin- 
ate in famine 

‘ These, then, are the principles on which we are prepared to 
apply at once to the extension of our railway system, as a means 
of insurance against femme, an adequate propoition of the re- 
sources at our command for that purpose We cannot, indeed, 
solely for the sake of developing local commerce, undertake to 
build railroads on the commodious and costly scale of our pre- 
sent main lines, which have been constructed with a view to 
their general utility in many other ways But with the active 
co-operation of the Local G-ovemments, and by steadily adhering 
to, and prudently developing, the great principle of provincial 
responsibility which is the backbone of our financial policy, we 
are persuaded that the resources of the State will now be sufficient 
for the early and continuous construction of a wide network of 
cheap provincial lines well adapted to the special object for 
which they are required 

‘ It remains to explain to the Council the manner in which we 
propose to apply to the extension of imgation works precisely 
the same principles and policy 

‘ It IS certain that throughout the greater part of India the 
produce of the soil may still be very considerably increased by 
artificial irrigation But it is equally certain that in many parts 
of India, and for many kinds of Indian crops, irrigation could 
only be employed at a cost which would render it unremuneiu- 
tive Canal irrigation cannot everywhere be supplied from 
permanent sources , and, wherever it is not supplied from per- 
manent sources, it frequently proves altogether abortive as a 
preventive against femme Agam, m the second year of the 
drought from which we have been suffering throughout Southern 
India, tank irrigation generally failed Moreov^, even were it 
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physically possible to apply irrigation to all the cheap millet 
crops now grown upon the uplands of Madras, the expense of 
their cultivation by that means would render them quite un- 
purchasable by the classes who at present derive from them 
their chief means of subsistence The diflBculties and disasters 
of the recent famine have been greatest in Madras But 
Madras is, taken as a whole, the best irrigated part of India 
Out of a total area of 22,000,000 acres under cultivation, that 
Presidency has some 4,000,000 acres artificially irrigated , and 
its entire irrigation system is supervised by professional officers 
who, in their own hne, are unsurpassed One part of the 
irrigation system of Madras is supphed by the permanent 
nvers , and of these the number is hmited All the rest of it 
IS derived from the local nvers and storage tanks which are 
scattered in profusion over the whole Presidency ITow, the ex- 
perience of the present year has proved that the latter source 
of supply IS only one degree less dependent on the normal rain- 
fall than are the dry crops of the unirngated districts If, 
therefore, we are to insure Madras agamst future famines by 
largely increasing its present water supply, it is exclusively upon 
the permanent rivers that we must reckon for our attainment 
of that object Assume (and from all the inquiries I have yet 
been able to make this is the most I feel justified in assuming) 
that the waters of the permanent nvers might be so employed 
as to irrigate another half milhon of acres what effect would 
the produce of half a million of acres have had towards prevent- 
ing the famine in Madras ^ It would not represent one-third of 
what the railways alone have carried down from Northern India, 
and it IS about equal to what was landed by sea dunng only two 
and a half months out of the twelve through which this famine 
has lasted So far, then, as it was possible to render irrigation 
a protection against famine in a second year of drought, Madras 
has received, within a narrow margin of some 20 per cent , all 
the benefit which the nature of the case and circumstances qf 
the country permitted, and yet Madras has this year suffered 
from a worse famine than has afflicted any province of India 
dunng the present century In view of such facts as these, we 
cannot safely lay down any fixed rule for universal application 
Whether the value of increased produce will, in any particular 
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case^ be suflSlcient to justify tbe requisite outlay of capital on 
providing irrigation , whether the necessarily limited amount of 
capital available for works of improvement is best applied to 
irrigation works , or, again, whether the physical conditions of 
the locality will practically admit of irrigation at all — to these 
and many similar questions no general answer can be given 
Each ease must be decided in reference to its own merits, and 
on a careful review of many conflicting considerations 

^ But, though I feel that, for all these reasons, we must be 
constantly on our guard against premature generalisations and 
impulsive action in such matters, I am none the less most fully 
persuaded that, next to the facilitation of transport, our greatest 
safeguard against future famine will be found in a well-con- 
sidered and widely developed system of irrigation works The 
surplus produce of industry is the foundation of national wealth 
and irrigation is the most certain means of improving and ex- 
tending agricultural mdustry It enables the cultivator to 
accumulate produce , and, if combined with navigation, it also 
enables him to transport produce 

^ Every country which produces only just enough for its own 
consumption is a poor country So is every country which can- 
not export its surplus produce, and exchange it for other com- 
modities Therefore, admitting even that in many parts of India 
irrigation cannot appreciably augment the local food-supply, it 
by no means follows that irrigation cannot largely augment the 
wealth of the whole community , for if this Empire be ade- 
quately provided with the means of transport, it is not so much 
by increasing the actual food-supply of the people as by helping 
to create other and different produce, not required for the con- 
sumption of the people, and possibly not even adapted for such 
consumption, that extensive irrigation will promote the social 
and^ financial prospenty of Indm It is only by the gradual and 
continued improvement of their material condition that the 
people of this country can permanently escape the calamities 
they now suffer from the uncertainty of the seasons 

^ To look to irrigation works as a panacea for our misfortunes 
would be to trust to an illusion , to hesitate to recognise 
them as among the most certain of our means of protection 
would be to reject the irrefutable evidence of prolonged 
penence* 
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‘ A memorandum has been placed m my hands showing from 
the latest returns of the actual operation of the irrigation woiks 
in the North-Western Provinces that the whole area now 
irrigated by them is about 1,500,000 acres, which, under 
pressure, might be extended to 1,600,000 acres, producing 
respectively 775,000 or 800,000 tons of grain, and providing 
food for eight months for six million to six and a half milhon 
persons The progress of these works will add half a imlhon 
of acres , and this addition would yield one quarter of a million 
tons of food, and feed for eight months two milhons of people 
Thus these works will secure the food for the period named of 
between eight and nine millions of persons 

‘ I conclude, then, that we shall be certainly right in carrying 
out irrigation works wherever the water-supply is both sufficient 
and constant, and wherever the material difficulties to be over- 
come do not involve an outlay that interposes insurmountable 
financial obstacles , so long of course as due attention be, at the 
same time, given to the means of communication But we can- 
not, and do not, undertake to provide irrigation gratmtously 
to those for whose special benefit it is required We cannot 
afford to apply to new irrigation works the financial policy 
which has hitherto rendered so costly, and so unremunerative, 
the works of that kind which are already constructed Here, 
again, we can only proceed in strict accordance with the prin- 
ciple of provincial responsibility and self-support As the only 
funds at the command of the Grovemment for imgation works 
are derived from the country itself, the cost of such works must 
fall to a great extent upon those who denve from them imme- 
diate benefit I repeat that it is on the co-operation of the 
whole community we reckon for the means of securing the 
whole community against the worst consequences of periodical 
scarcity But it is to the local Governments that we look for 
the execution of local works of a preventive character , and it 
is upon local resources that we must depend for the ultimate 
supply of the funds necessary to provide and maintain such 
works I am aware that there are already some parts of India 
whose exclusively local interests are practically secured by the 
bounty of nature, or the industry of man, from the direct 
effects of famine In the nature of things the population of 
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those paxtioTilar localities may, and probably do, derive some 
immediate advantage from the periods of scarcity which so 
fearfully afflict tibeir fellow-subjects m other provinces But 
it would be an insult to suppose that their fortunate exemption 
from the penis and sufferings common to the rest qf the com- 
munity can furmsh any argument they would stoop to urge in 
favour of exempting them from their fair participation in the 
support of any general burden imposed for the protection of the 
whole commumty from such suffenngs and penis Whilst, 
therefore, I do not doubt that the chief cost of protective works 
ought to be borne by those who most need them, and will 
chiefly benefit by them, I must maintain that no province of 
the Empire, and no class of the commumty, can be legitimately 
reheved of the national obhgation to contnbute to the means 
reqmred for the construction of such works 

‘ And here I would ask the Council to hstento the testimony 
of my honourable friend the Lieutenant-Governor of Bengal, 
who, speakmg of the measures he contemplated last spring for 
dealing with irrigation works m the province he so ably admin- 
isters, observed that — 

‘ “ Durmg the last five years the Government of India has 
spent nearly 20 crores of rupees in aUeviatmg famines caused 
by deficient water-supply When I say that the Government 
of India has spent this money, you will understand that this ex- 
penditure has frdlen, not upon the Viceroy and the Council, but 
upon the people , and that, if the necessity of expending their 
money had not been forced upon the Government, the taxation 
of the people would have been dimimshed to this extent Now, 
the only way of averting famines arising from drought is to 
make the greatest use which science and expenence can sug- 
gest of the supply of water which fortunately nature has given 
us in Behar This, of course, cannot be done without the 
expenditure of money , and the question is who, in feimess and 
justice, should find this money 

‘ « After very careful consideration, I come to the conclusion 
that, as the whole of the provmce of Bengal suffered when there 
were such fammes as have occurred of late yearn in Onssa and 
Behar, it was fair that a large proportion of the cost should be 
bcame by a tax laid upon the pubhc at large But it also seemw! 
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to me fair, and I believe you mil agree mtb me if you mil give- 
tbe subject your unprejudiced consideration, that a share of the 
cost should fall on the people who directly benefit by the intro- 
duction of water to the neighbourhood of their fields, and are 
thus assured of a good crop at all seasons, instead of being ex- 
posed to the nsk every few years of absolute failure When I 
proposed this, I was told that the people did not want water , 
that they would sooner be left alone to bear the nsk of famine , 
and I was even told that the water of the Sone was destructive 
to fields Shortly after this discussion took place, the periodical 
rams were suspended, and then we had practical proof as to 
whether or not the Sone water was considered injurious or pre- 
judicial The people clamoured for water, and to meet this 
demand we were forced to open our unfimshed canals, by means 
of which we have irrigated, during the last few months, 200,000 
acres of land, which would othermse have remained waste for 
the year, but which are now covered with luxuriant crops The 
produce of this land represents food grain of the value of 55 
lakhs of rupees, 550,000Z , and of this crops to the value of 40 
lakhs, 400,000Z , certainly would have been entirely lost if it 
had not been for the supply of canal water , but it also repre- 
sents the rent of the land, of which the landholder would have 
been othermse deprived , and to this must be added the outlay 
which would fall on him if he had again to give rehef to his 
tenantry in consequence of famine ” 

^ To sum up, then the Grovemment of India is convinced, 
upon a careful review of its financial position and prospects, that 
the heavy obligations imposed upon it by the calamitous cir- 
cumstances of recent years can only be discharged, without 
senous nsk to its financial stabihty, by a strict and patient 
adherence to the principle aflSirmed in the financial measures 
we introduced last year, and developed m those which are now 
before the Council That principle involves the enlargement, 
with adequate precautions, of the financial, and consequently 
also of the administrative, powers and responsibihties of the^ 
local Grovemments In the next place, we believe that, if this 
principle be fairly carried into effect, the new imposts, which 
the Council is now asked to sanction, will, when added to the- 
resources already crj|ated, provide the State with sufficient 
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mean?? for the permanent maintenance of a national insurance 
against famine, without heavily increasing the pecuniary burdens 
of its subjects For the attainment of this object the material 
appliances we intend to promote, by means of additional 
revenue, a»e cheap railroads and extended irrigation works 
We are conscious of the reproach we should justly ineur if, after 
such a declaration as I have now made, the prosecution of these 
necessary works was commenced, suspended, or rehnquished ac- 
cording to the increased or relaxed pressure of annual circum- 
stance, or the intermittent activity of spasmodic effort We 
therefore propose to entrust, in the first instance, to the local 
Governments the duty of framing a sufficient and carefully con- 
sidered scheme of local railroad and irrigation works We are 
prepared to provide them with the means whereby they may 
from year to year work systematically forwards and upwards to 
the completion of such a scheme The funds raised for this 
purpose will be locally apphed But provincial Governments 
will have to meet the cost of provincial famines out of provincial 
funds to the fullest extent those funds can bear They will 
find that thriftless espenditure in one year may involve the 
risk of diminished allotments in subsequent years , and I cannot 
doubt that the unavoidable recognition of this fact will make 
them wisely eager to spend the requisite proportion of their 
annual income upon well-planned and carefully estimated rail- 
way and irrigation works, which will be their best insurance 
against the losses of famine, and the postponement of all ad- 
ministrative progress which famine generally entails It will be 
the special duty of the Public Works Department of the Govern- 
ment to keep those objects constantly in view of the local 
Governments, and to assist them, no less constantly, in their 
endeavours to give a rational preference to really useful and re- 
munerative works, over those more captivating, btut less ccm- 
pensating, subjects of expenditure which, m all comparatively 
small communities, so powerfully appeal to provincmi pride, 
professional proclivities, or popular pleasure 

^ The specific projects now announced to this Council I have 
not presumed to put forward as the enuncmtxon of any new 
policy On the contrary, I should have spoken with much more 
hesitation if I imagined myself to be treading upon ground ndi 
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long Sluice surveyed by experienced authorities 3 and the 
strongest recommendation I can claim for the views I have ex- 
pressed IS that they differ in no important particular from those 
of the eminent statesmen who have preceded me in the ofl&ce I 
now hold But between the present and all previous occasions 
on which thie Grovernment of India has declared its pohcy and 
principles in reference to the prevention of famine, there is one 
essential difference which I am anxious to impress upon your 
attention We have been told over and over again by the 
highest authorities that India is to be insured against famine 
in this way or in that , but when famines come upon us we find 
that the promised way is still wanting The current claims upon 
the activities and resources of the Grovernment of India are so 
numerous, so pressing, so important, official forces and imperial 
funds so necessarily linuted, that when once the daily, hourly 
strain of a great famine has been removed from a weaned 
administration and impovenshed treasury, its fearful warnings 
are soon forgotten 

^ Well, then, I think I am entitled to point out to the Council 
that we are not now fairly open to this customary criticism 
We do not speak without having acted, and we promise 
nothing which we have not, after long and anxious consideration, 
provided ourselves with the means of performing I must 
have very imperfectly explained myself thus far, if I have failed 
to make it clearly understood that I am not now speaking of 
what we ought to do, or would do, to insure this country against 
the worst effects of future famme, had we only the means of 
doing it , but of what we can do, and will do, with the means 
already provided for in the measures now before the Council 
I do not mean to say that the construction of such an extensive 
system of local railroads and irrigation works as we propose to 
undertake will not be the gradual task of many years But I 
do mean to say that, in the manner and on the principles 
already explained, we are now providing for the prompt com- 
mencement, and uninterrupted continuation, of this great and 
necessary task We are systematising a policy the principles 
of which have been repeatedly approved and proclaimed by our 
predecessors We are associating with it the interests, the 
powers and the duties of our local administrations We are 
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providing them with the means of permanently prosecuting and 
developing it, not without reference to our financial control, 
but exempt from the distressing uncertainty which has hitherto 
been inseparable from the practical execution of this policy, in 
consequence of the obligation which till now has rested on the 
Grovemment of India, with the very hmited funds at* its disposal 
for the prosecution of public works, to choose, from year to 
year, iDetween the conflicting claims upon its purse of the various 
and dissimilar localities of this spacious empire If you look 
back over a wider and a longer tract of experience than that 
which IS covered by the history of India, if you embrace in one 
view our own history with the past history of other countries in 
other chmates, you will find that the principles on which we have 
lately acted, and on which I trust we shall continue to act, in 
deahng with seasons of calamitous drought, have been found 
no less applicable, no less efficient, in other countries similarly 
affected, than they have proved to be in this country, wherever 
they have been intelligently understood and loyally earned out* 
There is, I venture to think, no more striking illustration of 
this truth than the history of the scarcity that occurred in 
Central France dunng the year 1770-71 That great states- 
man, Turgot, was then Minister His administrative ability 
was equalled by his philosophical power of thought, and, 
fighting with difficulties in many respects almost identical with 
those which we ourselves have lately had to deal with — diffi- 
culties partly matenal, but greatly aggravated by the prevalence 
of extremely erroneous economical conceptions — Turgot con- 
ceived, developed, and, in the face of great opposition, earned 
into effect, views no less identical with those which have guided 
our own action, as to the essential importance of guarding the 
perfect freedom of inland trade m gram, of improving the in- 
ternal commnmcations of the countiy, and of providing rehef 
works of permanent utility upon which to employ the siiffering 
population Here, to-day, m India, those views are as sound, 
and as applicable, as they were m the Limousin a century ago* 
If, then, from the past we look forward into the future, why, 
let me ask, may we not hope that, under improved eondifeions 
of administration, and with increased development of those 
material appliances which civilisation creates for the provision 
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of national wealth, India will eventually enjoy as complete an 
immunity from the worst results of scarcity as that which now 
exists throughout those regions of France where but a century 
ago such a result might have seemed as difficult of attainment 
as it now appears to be in many of our own provinces ? ’ 

• 

It was the confident hope of Lord Lytton that he 
would soon see the rapid fulfilment of these plans 
Their execution, which the imperative requirements 
of humamty prescribed, not only involved no financial" 
risk, but was certain to prove financially sound and 
prudent and profitable Notwithstanding mistakes, 
which after aU have not been numerous, and which 
in transactions of such magmtude it was impossible 
altogether to avoid, the pohcy by which, for many 
years past, we have been constructing railways and 
canals in India was wise and statesmanlike in its 
conception, and its practical results have, as already 
shown, been triumphantly successful The wealth of 
the country, and the prosperity and happmess of its 
people, have been increased by it to an extraor- 
dmary extent , the consequent gam to the country and 
to the pubhc finances has been i mm ense, and is not 
to be measured by figures showmg only the direct 
returns from the works which have been constructed 
There are no drawbacks, and no disadvantages which 
deserve to be weighed for one moment against the bene- 
fits which have been derived It is certain that hmits 
can hardly be assigned to the mcrease m wealth and 
prosperity which it is m our power to bestow upon India 
by the construction of works of material improvement 
The exercise of careful judgment and of all possible 
caution are of course essential , but if these conditions 
be duly observed, the boldest pohcy will be financially 
the safest Other counsels, however, have temporarily 
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prevailed Lord L 3 rtton was prevented from fully 
executing the plans which have been described , he 
was compelled, by ordeis from the Secretary of State, 
largely to reduce the expenditure which, for many 
years past, the Government of India had incurred on 
works of necessary improvement, and to leave unex- 
ecuted measures by which he had hoped to facihtate 
their more rapid progress 

*• Similar partial failure attended other efforts of Lord 
Lytton’s Government to supply protection to the 
country 

The arrangements described in the last chapter 
were intended to secure a surplus revenue, to the 
average amount of l,5OO,00OZ a year, which should 
be applied either directly to the actual rehef of 
famme, or to the reduction or prevention of debt, 
and this amount, or any part of it, might be in- 
vested in the construction of productive works, likely 
to produce an income equal to the interest of the 
capital spent on them 

But it was apparent that, under the strict rules laid 
down for the apphcation of borrowed funds, no facilities 
existed for meeting a very important class of cases, m 
which, although it is obviously necessary to construct 
certain works for the prevention of famine, it cannot 
be assumed that they will be so directly remunerative 
as to yield a net mcome equal to the interest on the 
capital expended on them The question therefore 
arose how to provide means for the construction of 
this class of works, called for the sake of distinction 
protective, when the required expenditure was too 
large to be met from ordinary income. 

The province of Bandelkhand supplies an illustra- 
tion It suffers frequeitly fiom serious drought, and 
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IS peculiarly exposed to failure of* the periodical rams 
and consequent famine It is cut off from the existing 
railway system, and its means of communication 
are very imperfect Designs for irrigation works and 
for cheap railways had been completed, which would 
render the province secure against serious danger, and 
would make its rehef m case of necessity easy But the 
country bemg naturally poor, it could not confidently be 
said that the duect money return from these works * 
would cover the interest of the capital expended on their 
construction It might, perhaps, for a good many years 
cover only half of it, and leave, say 20,000/ or 30,000/ 
a year unprovided for Under the existmg rules these 
works could not be undertaken, except from the ordinal y 
revenues, and, in the absence of funds from this source, 
Bandelkhand was left exposed to the dangers of famine 
The first suggestion for deahng with such cases 
was that these protective works might properly be 
constructed from the famine msurance surplus, which 
would be reduced to a correspondmg extent But, 
although this plan had been proposed by the Secretary 
of State the Government of India considered that it 
was not admissible ‘ It is essential,’ they wrote to the 
Secretary of State,^ ‘ that the limited amount of that 
surplus should not be trenched upon to an extent that 
wiU frustrate the mam object of its creation, namely, 
the prevention of any permanent mcrease of the public 
debt by reason of the pubhc expenditure upon famines 
If the assumption be true upon which our recent 
measures were founded, namely, that 1,500,000/ sterhng 
IS the amount which it is necessary to secure as a yearly 
surplus to provide for the cost of counteracting fammes, 

^ Despatch from GoTemment of India to Secretary of State, dated 
September 16, 1878 
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It IS plain that, if unremunerative works were carried 
out under conditions which caused a reduction of that 
surplus beyond a certain limit, additional taxation would 
be eventually required to make good the loss This 
result could only be avoided if the works we];e found so 
useful as, when famine occurred, to cause a diminution 
of the expenditure which must otherwise have been in- 
curred for puiposes of rehef, sufficient to compensate 
for the cost of the construction and maintenance of the 
works at other times ^ 

The suggestion that the supply of funds from the 
famine surplus for the construction of protective works 
may be justified by such an expectation as that just 
referred to should be received with much hesitation 
The true object of these works is to give increased 
security against the greatest dangers that arise in ex- 
treme drought, to supply the means of saving hfe and 
of avertmg suffering and misery, rather than to cause 
an eventual reduction in the cost of famine rehef. 
Experience indicates no vahd ground for hoping for any 
important diminution of the burden of such rehef On 
the contrary, the probabihties of the future, within 
any period to which for practical purposes we can 
now look forward, assuredly are in the direction of a 
constantly growing demand for a more bountiful 
admmistration, and of mcreased efficiency rather than 
for reduced cost In short, no reduction of any insur- 
ance fund against future habihties could be prudently 
accepted on grounds such as those just noticed 

Further, one of the most essential conditions to 
be observed m the construction of great pubhc works is 
that, when they have been commenced, they should be 
earned on to completion without mterruption, at a cer- 
tain and steady rate of expenditure, the neglect of 
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this condition has notonously been already a fruitful 
cause of ■wasteful expenditure in India, and consequently 
if the construction of protective works depended on 
the possession of a sufficient surplus, there could be 
no certainty that they would go on uninterruptedly for 
a single year, for their progress might at any time be 
disturbed by famine, or war, or other causes 

Tor such reasons, to which no reply can be given, 
the Government of India rejected the proposal to provide 
from the famine special surplus the capital required for 
protective works demandmg a large expenditure, or m 
other words to provide the money from ordmary 
revenues, making an equivalent reduction from the 
surplus of 1,500,000Z 

Lord Lytton’s Government considered that there was 
only one way in which these works could be made with 
the speed which the necessity of protecting the country 
against famine required, and at the same time ■without 
financial risk In any case, they said, m which it would 
be justifiable in prmciple, although not expedient in 
practice, to dimimsh our annual famme msurance 
surplus, with the object of defraying the capital ex- 
penditure on protective works, it would be unobjection- 
able to apply a portion of that surplus in payment 
of mterest on the capital required It was therefore 
proposed to allow, in case of necessity, money to be 
borrowed for these works, subject to the condition that 
the net charge for the interest on their capital cost, and 
for their maintenance, after settmg off the income yielded 
by them, should not exceed a specific maximum amount, 
to be pro'nded from the ordmary standard surplus The 
amount of the habihty thus admitted might be altered, 
from time to time, as experience was gamed , but to be on 
the safe side, it was proposed, in the first instance, to fix at 
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250,000Z the sum by which the yearly charge for inte- 
rest and maintenance might exceed the net revenue 
from the works It was beheved that the annual surplus 
of 1,500,000? , reserved for famine, might safely be re- 
duced by this amount, not only because the construction 
of these works would reduce the ultimate habihty for 
the rehef of famines when they occur, but because, as 
the mquiries of the Famme Commission have smce 
more decidedly shown, there is reason to think that, in 
origmaUy determimng the standard amount of that sur- 
plus, It was fixed at a sum somewhat higher than was 
really essential 

This sum of 250,000? , to be annually expended in 
paying mterest on fresh capital for protective works, 
would have been distributed between the Local Govern- 
ments according to the urgency of their wants , and as 
soon as the quota of any province became exhausted, 
the further capital outlay in that provmce would have 
been suspended until the growing mcome from the 
provincial works as a whole, or, under certain condi- 
tions, from other sources of provincial income, again 
reheved the provincial revenues and supphed a surplus 
Even if the works should produce no net income at 
all, and should merely cover their working expenses~ 
a supposition so improbable that it does not really 
deserve to be considered — a capital sum of about 
6,000,000? might, under this plan, be gradually ex- 
pended, and such a sum would go far towards providing 
the protective works most urgently required But, in 
fact, the growing income would, without the least doubt, 
lapidly provide the means of extending the capital ex- 
penditure, while, as already said, the gam to the coun- 
try from the improvement of its communications would 
far outweigh any deficiency m the direct return from 
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the works The adoption of this plan would create 
no fresh ultimate obhgation beyond what has already 
been accepted , the interest payment would be nothing 
more than an indirect contribution of the capital itself, 
and no ^eater risk would be incurred than if the 
capital had been directly supphed from surplus revenue 
These proposals were not sanctioned by the Secre- 
tary of State Not being able to appreciate the force 
of his reasons for this, and wishing not to misrepresent 
them, I quote his orders on the subject in extenso — 

^ I have given a most careful consideration to this important 
question, and regret that I am unable to give my consent to the 
modification proposed The events of the last few months, 

and their effect on our financial position, have compelled me to 
reconsider the question of public works expenditure , and I pro- 
pose to address your Excellency in another despatch on this 
subject In the meantime, however, I deem it necessary to ex- 
press the opinion that the present condition of the finances does 
not justify any loan for outlay on protective works, or any ex- 
penditure on them beyond what may be met from the receipts 
from the special taxation recently imposed The first claim on 
those receipts being that of the Home Grovernment for the re- 
payment of debt already incurred on account of famine, I am of 
opimon that not less than one-half, or, say, 750,000^ , should be 
held available for remittance to England in the next ensuing 
years on that account The remainder may be appropriated, at 
your discretion, to the extinction of debt, to the rehef of famine, 
or to the construction of protective works, not necessarily re- 
munerative, but obviously productive in the sense of guarding 
against a probable future outlay in the relief of the population 
I cannot, however, under present circumstances, sanction the 
raising of capital by loan for the construction of works which do 
not distinctly fall under the regulations laid down for productive 
public works * 

It must be understood that the proposals of Lord 
Lytton’s Government were made on the assumption that 
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the regialations referred to in the last words of this quo- 
tation would be maintained, and that it was useless to 
advise their alteration So long as this assumption 
remained true, no other satisfactory means of providing 
the funds required for protective works •could be 
suggested But a far better solution of the difficulty 
would have been found in the abandonment of the 
system under which the assignment of borrowed funds 
for the construction of irrigation works and railways 
was made to depend solely on the immediate financial 
prospects of each individual undertaking It would be 
a much more reasonable and beneficial plan, and one 
attended with no financial risk whatever, as has been 
shown m Chapter Vii of this work, to revert to the 
principles originally laid down in the time of Lord 
Lawrence and Lord Mayo, and to regulate the expendi- 
ture of borrowed money on great public works of im- 
provement on the broader considerations, of what are 
the true requirements of the country, and what the 
amount which can wisely be contributed from the general 
revenues in payment of interest on capital laid out for 
such purposes Under such a system there would be 
an end to the misleading and really meaningless distinc- 
tions now drawn between productive and protective, 
works, to the arbitrary hues laid down for determining 
what are and what are not remunerative works, and to 
the artificial and inconvement complications in the 
accounts which are now growing up as a result of these 
distmctions, and which can only tend to make the facts 
unmtelligible to the pubhc 

It appears from the Budget Statement for 1881-82 
recently pubhshed, that effect is about to be given to 
the views expressed by the Secretary of State m the 
quotation above given, and that a sum of 760, 000?, 
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to be taken from tbe famine surplus, is assigned for 
expenditure in the comi n g year on the class of woiks 
that have been spoken of as protective , and among 
these mil be some of the works before mentioned as 
required ifi. Bandelkhand I have thought it right to 
notice this in connection with what has been said on the 
subject of protective works , but it may be added that 
the object of this book is to state the pohcy of Lord 
Lytton’s G-overnment, and it forms no part of my plan 
to discuss the acts of their successors 
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TAXATION IMPOSED IN 1877 AND 1878 

TAXATION EOB EAMINE EBLIDP SHOXTLB BE G-ENBEAX— BEIMPOSITION OF 
INCOME TAX IMPEAOTIOABXE— CXASSES SPEOIAXLY LIABLE— TEABEBS 
HITHEETO TTNBtTLT EXEMPT FROM TAXATION— LICENCE TAX PROPOSED — 
ADDITIONAL RATES ON LAND IN BENGAL — IN NORTHERN INDIA — 
AMOUNT RAISED FROM LAND — INCIDENCE OF LICENCE TAX — ITS 
EXTENSION TO OFFICIALS AND PROFESSIONS— DIRECT TAXATION HOW 
FAR NOW APPLICABLE AND DESIRABLE— FREQUENT CHANGES IN PAST AR- 
RANGEMENTS MOST MISCHIEVOUS — PRETENTION OF CESSES IN BENGAL AND 
LIOENOB TAX ON TRADERS NECESSARY FOR PROPER ABIUSTMENT OF 
BURDENS— TAXATION FIRST NEEiDING EHOUCTION 

When the Government of India resolved, m 1877, that 
It -was necessary to make a permanent addition to the 
pubhc revenues, with the object of enabhng the State 
to meet its obhgations for the rehef of famine, it de- 
clared that there was no class m the whole community, 
and no sort of property oi income, which might not 
properly be made to contribute for a purpose of such 
general mterest as the protection of the country against 
the consequences of famme But there were special 
reasons which at the time rendered it hardly possible 
to reimpose an income tax, and their sufficiency could 
not be demed even by those who have always regretted 
the loss of that tax, and have always believed that it 
might with great advantage have been maintained as 
one of the permanent sources of Indian revenue Lord 
Lytton could not avoid the conclusion that its reim- 
position was impracticable, and the Secretary of State 
had declared that he would not assent to it. There 
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was, therefore, an income tax having been set aside, no 
way in which any umversal habihty could be enforced, 
and there were good reasons for considering that the 
trading and agricultural classes should be the first to 
bear the new taxation which was considered necessary 
These reasons were fiiUy explamed by Sir John 
Strachey at the time It was shown that when scarcity 
afiects one part of India, the dealers in gram and 
the producers of gram m parts of the country not 
so affected make large profits, and that while the 
agricultuial and tradmg classes are, on the one hand, 
those that require large measures of rehef m a region 
suffering from extreme scaicity, so, on the other hand, 
these are the classes which are m a position to obtain 
large profits when their own provmces are flourishmg 
and others are suffering The less wealthy members 
of the professional and official classes, on the other 
hand, who depend on fixed mcomes for their support, 
or on mcomes httle affected by competition, as well 
as the labouring class paid by wages, suffer from the 
pressure of high prices, not only when scarcity prevails 
m then* own provmces, but when it prevails elsewhere 
The high prices which, under such circumstances, serve 
to enrich the producmg and trading classes, entail suf- 
fermg on the small officials, and on those subsistmg on 
wages the amount of which they are powerless to regu- 
late Also, though it was never suggested that the 
richer members of the official, or professional, or any other 
classes, might not equitably be taxed, yet it was con 
sidered that the class of European officials, from which 
the professional classes could hardly be distmgmshed, 
were for the moment placed under such special dis- 
advantages by the recent sudden and heavy fall m the 
exchange value "of the rupee, that it would be inex- 
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pedient thea to subject them to any fresh, burden 
These considerations did not apply to the trading and 
agricultural classes, to which, for the reasons above 
stated, a special habihty was held to attach, and as 
regards the former there were other reasons of a more 
important and more permanent character 

It has always been admitted that the trading classes 
m India are the least heavily taxed portion of the 
population They have ordmarily contributed almost 
nothing to the expenses of the State, while they 
derive perhaps the largest share of benefit from our 
admmistration, and from the railways and other works 
of improvement provided at the cost of the countiy 
at large The exemption which these classes have 
enjoyed has long been felt to be one of the most in- 
defensible and mequitable pecuharities of our Indian 
system of taxation 

It was not an easy task at once to apply a lemedy, 
and to mtroduce a system under which a fan* share of 
the pubhc burdens should be placed on the commercial 
and tiading sections of the commumty , but the Govern- 
ment resolved that the task must be undertaken It 
was clear that until it was accomphshed the condition 
of our fiscal administration would always be unsatis- 
fiictory The Government beheved that at least the 
foundations might be laid for a better apportionment of 
the pubhc burdens, and that, although mistakes might 
be made at the outset, they would be corrected as 
experience was gained They accordingly endeavoured 
to frame a scheme which, although it might be im- 
perfect, should, as far as possible, be equitable in 
prmciple, and which might be capable of future deve- 
lopment into a system which would secure many of the 
objects aimed at by a general income tax 
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It was therefore decided to impose a hcence tax 
on all traders whose presumed annual profits exceeded 
a certain amount This amount vaned in difierent 
provmces The average late of the tax on anmiftl 
profits was about 1^, and was m no case to exceed 2 
per cent This Indian hcence tax, it should here be 
explained, has no analogy with the hcence duties levied 
in England Here persons are required to take out 
hcences to carry on certain occupations or to perform 
certain acts The fees paid for the hcences are com- 
paratively small in amount, and have no relation what- 
ever to the mcome of the person paying them Bankers 
pay 80Z , auctioneers lOZ , game dealers 21 , wine mer- 
chants 10^ IO 5 , and the hke But the Indian hcence 
tax IS a tax assessed on persons engaged in professions, 
commerce, or trade, with direct reference to their mcome 
The persons who are chargeable are divided for pur- 
poses of assessment mto classes according to their pre- 
sumed mcome All persons m the same class pay the 
same tax Thus the so-called hcence tax is m fact 
a hmited mcome tax assessed on a system of classifica- 
tion accordmg to approximate mcome 

The propriety of placmg fresh taxation on the land 
might seem, at first sight, more open to question , but 
the Government was satisfied that no room for doubt 
existed In Bengal an additional cess on the land had 
been already imposed m 1877, under the name of the 
Pubhc Works Cess, to cover the habihties caused by 
the works constructed m that province to protect it 
from famme A new rate was placed on the land m aU 
other provmces, exceptmg Madras and Bombay, which 
were at the time actually suffering from famme 

In the permanently settled provmce of Bengal, the 
land revenue, which was fixed nearly a century ago, has 
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notoiiously become a very small and often bardly 
appreciable burden There is certainly no important 
class of persons in any civdised country m the world 
which enjoys such a virtual immumty from taxation 
as the Bengal zemindars, and Bengal, although the 
wealthiest, is the most lightly taxed of all the provinces 
of the Empire There was also a special propriety in 
maifiting that when the Government was obhged to 
impose fresh taxation for such a purpose as the pro- 
tection of the country against the consequences of 
farm Ti e, Bengal, in which, withm the last few years, 
nearly 7,000,000Z had been expended from the general 
revenues of India on famme rehef, should not escape 
Its just share of the common habihty It was inevit- 
able that on this as on every other occasion on which 
the zemindars of Bengal have been called upon to 
bear their share of fresh public burdens, it should be 
loudly asserted that the Government was infringmg the 
conditions of the permanent settlement of the land, and 
was committmg a breach of faith On these grounds, 
the zemindars had demanded to be exempted even 
from the mcome tax, which was imposed op all kmds 
of property throughout India, without exception Lord 
Lytton was not disposed to hsten to such extravagant 
claims They have received, during the last ten or 
twenty years, much more consideration than they de- 
served It IS sufficient to say here that it has been 
repeatedly and j&nally deaded that (to quote the words 
of the Duke of Argyll^ when he was Secretary of State) 
‘ the levying of such rates upon the holders of land, 
irrespective of the amount of their land assessment, 
involves no breach of faith upon the part of the 
Government, whether as regards holders of permanent 
or temporary tenures.’ 
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In Nortliern India, the imposition of the new rate, 
at one per cent on the rental of the land, to meet famine 
liabihties, was approved by aU the Local Governments 
It IS payable by the landlord and not by the tenant It 
cannot, oL course, be asserted that this or any other 
taxation is not dishked by those who have to pay it, 
but it IS so slight a burden that it certainly constitutes 
no real hardship The debate of February 9, 1878, m 
the Legislative Council, and especially the speeches of 
Mr Thornton and Mr Bazett Colvin and Sir Ashley 
Eden, than whom no men could speak with higher 
authority, mdicates the opimons of the Government on 
this point 

Mr Thornton showed that ‘ the landholders of the 
Punjab could weU afford the proposed msignificant 
addition to the local rates,’ that the agricultural popula- 
tion was ‘ eminently prosperous and thriving,’ and that 
land had so mcreased in value that the people were, as 
a rule, more than six tunes as weU off as they were 
twenty years ago ‘ What,’ he said, ‘ does the Govern- 
ment ask P Why, it asks a body of landowners, whose 
property has more than sextupled m value, to pay a 
famme insurance rate for that property amounting on an 
average to one farthmg per acre per annum ’ 

Mr Colvin showed that sunilax facts were true in the 
North-Western Provmces He said that ‘ everywhere 
there has been an extraordmary nse in the value of 
land,’ that ‘ the great advance in wealth and prosperity 
of the agricultural classes is too plainly evident to be 
called in question,’ and that ‘ whatever the industry and 
mtelhgence of the proprietary class may have been, this 
improvement m them position is, m very great measure, 
due to the dmect action of our Government It is 
icarcely too much to say that it has created proprietary 
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lights in the soil It has secured them by maintaining 
good order and tranquilhty , and it has added mdefi- 
mtely to their value by furnishing maivellously impioved 
and accelerated means of communication, and by open- 
ing marhets for the produce of the land, of^vrhich the 
people of two generations back never even dreamed ’ 
Mr Colvin declared his behef that the landowning class, 
as a body, are four or five times as iich as they were at 
the beginning of the century 

The Lieutenant-Governor of Bengal, Sir Ashley Eden, 
gave similar testimony He stated his opimon that ‘ no 
measures could have been devised more hkely to be 
efficient, equitable, and inoppressive,’ and with leference 
to the position of the landholders of Northern India, who, 
as Mr Colvin had shown, had prospered greatly under 
former settlements, when they paid to the Government 
two-thirds of their collections, mstead of one-half as at 
present, he made the following remarks — 

‘ For no very apparent reason, when the new settlement was 
made the zemindars were only called upon to pay half of their 
collections, keepmg one-half Admitting, as I do, that it is 
sound pohcy in the Government of India to limit its demands 
on the country to its actual reqiurements, and to distnbute the 
burden of taxation as evenly as is practicable on all classes of 
the people, I should be sorry to condemn the principles of the 
preient settlement , but the fact remains that if the present 
sett^em^t had followed the Imes of the old settlement in 
respect of the shares of the Government and the landholders, 
the Government would, setting new cesses aside, have received 
2,000,000? more than it receives now And making all allow- 
ances for new cesses, including those now imposed, the land- 
owners of the North-Western Provinces are receiving 1,600,000?. 
more than they received before And now that its imperative 
requirements have increased, I do not consider that there is 
anything unjust or unreasonable in Government imposing upon 
the classes who received these great benefits the same burden 



AMOTJOT OF NEW TAXATION 


201 


whacli IS imposed upon all otliei classes Of course it requires 
no very great ingenuity to find some sort of objection, tbeoretical 
or practical, to every kind of tax , and I am sorry to have to say 
that those who are loudest and most unreasonable and im- 
patient in their demands that G-ovemment should take upon 
itself the Imbihty of reheving and preventing famine, and of 
constructing extravagant works of irrigation, are the first to put 
into the mouths of the people reasons why no one should con- 
tribute towards such a purpose But the money has to be raised, 
and this bemg so, I must con^atulate your Excellency’s Govern- 
ment on the substantially fair and even manner in which this 
habihty has been distributed ’ 

The so-called famine taxation, though it is con- 
vement for some purposes to treat it as a whole, was 
actually imposed partly in 1877, and partly in 1878 
The additional cess on the land in Bengal was origm- 
ally imposed in 1877, as a pait of the modified finan- 
cial arrangement undei which the provincial revenues 
were required to bear the charges incurred on ac- 
count of the canals and railways constructed for its 
benefit, and for its protection agamst famine The 
Bengal taxation differed in this respect from that im- 
posed m Northern India Its character was provmcial 
and not imperial , and whereas in the other provinces 
the whole of the proceeds of the new rates on the land 
have gone mto the imperial treasury, a large portiop of 
them has, in Bengal, been left at the disposal of the 
Local Government, over and above the amount paid to 
the Government of India The Bengal Pubhcr Works 
ce§s yielded in 1878-79, 355,590? In 1878 the new 
rates were imposed on the land m the North-Western 
Provinces, Oudh, the Punjab, and the Central Provinces , 
they yield about 170,000? Thus the total amount of 
new taxation on the land was about 525,000? 

The hcence tax on traders was fifst imposed, in 1877 
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in tlie Nortli-Westeni Provinces, and in the following 
year the hcence Acts, which, with modifications to be 
noticed, are still in force, were apphed to the whole of 
India They yielded at their maximum about 820,000Z 
net The total amount of what has bpen called 
the famine msurance taxation was therefore about 
1,345,000/J Subsequent exemptions of the poorer 
classes have reduced it to about 1,000,000^ 

The attempt to make the commercial and trading 
classes, by means of the hcence tax, contribute some- 
thing towards the expenses of the State, was, on the 
whole, financially and otherwise, successful The 
greater part of the tax, in by fai the greater part of 
India, was assessed and collected without difficulty or 
opposition But experience showed that, as originally 
mtroduced, it descended too low, and fell on large 
numbers of people on whom the imposition of direct 
taxation was not expedient or profitable 

The lower hrnit of habihty to the tax, which varied 
m different provmces, had been in every case virtually de- 
termined by the Local Governments , in some instances, 
however, the Government of India interfered to make 
the hunt higher than the Local Governments pro- 
posed, for some of them would have gone lower than 
annual incomes of Es 100, the mmimum actually fixed. 
In the North-Western Provmces, Oudh, and Madras, 
traders whose annual earnmgs amounted to Es 200 
were ongmally hable to the tax , in Bengal, Bombay, 
and the Punjab, the hmit was Es 100 After nearly 
two years’ experience, the Governments of Madras, of 
Bengal, and of the North-Western Provinces concurred 
in the opimon that about Es 260 might properly be 
adopted as the mmimum Sir Eichard Temple, the 
Governor of Bombay, and Sir Eobert Bgerton, the Lieu- 
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tenant-Governor of tlie Punjab, would have made little 
or no change m the existing hmit of Es 100 They 
informed the Government of India that the tax was 
working well, that collections were made without trouble 
or complaint, and that the difficulties which had at first 
been felt had ceased 

Notwithstandmg these opmions, given by such high 
authorities, the Government, towards the close of 1879, 
decided that it was desirable to raise throughout India 
the limit of habihty to the tax Statistics received 
from all parts of India showed that we were raising 
by direct taxation from more than a million of people 
no larger sum than about 340,000? a year, and it was 
clear that this was neither financially nor pohtically 
wise 

The lower hmit of habihty to the tax was conse- 
quently fixed at an annual mcome of Es 500 This 
decision was not arrived at on the ground, often main- 
tamed by pel sons possessing httle knowledge of the 
country, that the hcence tax fell upon the poor 
Speakmg on this subject in the Legislative Council, m 
demal of the assertion that the tax would fall on the 
poorer classes. Sir Ashley Eden, the Lieutenant- 
Governor of Bengal, said — ‘ It may be difficult for 
men who know nothmg of the country to reahse that 
practically a native with an income of Es 100 a year is 
m a better position than a trader or mechamc in Europe 
with an mcome of 100? a year I am sure that every 
one really acquainted with native habits and modes of 
hfe and requirements wiU agree with me that this is so ’ 

There now remain m all India not more than 
250,000 traders hable to the tax, and it is expected to 
yield, m the present year, something over 500,000? 

When it was decided that the impoatiop. of a 
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general income tax was impracticable, and thg^t mea- 
sures of class taxation must consequently be adopted, 
it was mevitable that whatever were tlie measures 
actually taken they would be open to objection on 
the ground of mequabty and unfairness in* their inci- 
dence Such objections were raised by the mercantile 
classes in the Presidency towns, and by others, early in 
1878, shortly after the hcence tax was imposed, and 
the mjustice of exempting the official and professional 
classes from taxation was strongly urged 

The Government of India, although it had thought 
it necessary, in the first mstance, to restiict the opera- 
tion of the new taxes, had no desire permanently to 
mamtam any such exemptions , m the latter part of 
1878 it made a defimte proposal to extend to ftio 
professional and official classes taxation similar to that 
already imposed on the traders and agriculturists, which 
was approved by the Secretary of State Various cir- 
cumstances rendered the postponement of the measure 
necessary, and it was not until November 1879 that a 
Bill to carry it out was mtroduced into the Legisla- 
tive Council The extension of taxation to the official 
classes was supported by every local Government m 
India 

But from causes which need not be stated in detail, 
the proposal was dropped, a step which, though I my- 
self accepted it as inevitable, I now regret , and I think 
the Marquis of Hartington was right when, in his 
despatch of August 5, 1880, he said that he could not 
‘ approve of the withdrawal of the measure for the ex- 
tension of the hcence tak to the official and professional 
classes, which had been recommended by the Govern- 
ment of India and sanctioned by the Secretary of State 
as bemg likely to remove from the mmds of the other 
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classes a sense of being subjected to unequal treatment, 
and which, while thus desirable m itself, would have 
avoided a loss of 240,000^ a year ’ 

The existmg hcence Acts impose, or, with modifica- 
tions such-' as those proposed m 1880, would impose, 
without minute mquisition, and m a maimer httle open 
to objection, a virtual income tax, at an average rate of 
about 1^ per cent , on the richer members of the pro- 
fessional, commercial, and tiadmg classes They are 
estimated to yield in the present year 515,000/ 

With the extension of taxation, at 1^ per cent , 
to all the higher salaries, the richer officials would 
contribute at a rate similar to that already paid by 
the traders The fund-holders and house-proprietors 
would remain untouched Under existmg circumstances, 
while India is every year borrowing money for the con- 
struction of productive pubhc works, the exemption of 
the fund-holders from new taxation has much to recom- 
mend it With regard to house-proprietors, according 
to the mcome tax returns for 1871-72 there were, m 
all India, only 3,100 persons derivmg incomes exceedmg 
Es 1,000 a year from houses alone, and a tax on them 
of 1^ per cent would have yielded about 18,000/ In 
the absence of a general mcome tax, it would not be 
worth while to impose fresh taxation on this class 
The new rates on the land, now yieldmg 525,000/ 
a year, impose an approximately equal burden on the 
agricultural portion of the commumty m the Bengal 
Presidency, and, there is no reason why, with certain 
restrictions which the different tenure of land and other 
considerations would render proper, similar taxation 
should not be imposed in Madras and Bombay, especially 
on the permanently settled zemindars of Madras, if at 
some futuie tune it should become desirable But it 
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would be very unwise on theoretical grounds of um- 
fonnity to impose any such fresh taxation when finan- 
cially it IS not wanted 

ijthough I have always regretted the loss of the 
income tax, and recogmse that its reimposition at the 
present time is impracticable, rather from the strength 
of adverse opimon than from any fundamental objec- 
tions of principle or pohcy, yet I am satisfied that it 
will be wise to contmue, in regard to the question of 
direct taxation, to act on prmciples similar to those 
which durmg the last four years have been followed 
by the Government of India 

I do not propose to discuss at length the advantages 
of an mcome tax, or of other forms of direct taxation 
In a note to this chapter a quotation is given from 
Iilr Bazett Colvm’s valuable paper on Indian taxation, 
because it expresses the views which I hold Although 
under existing circumstances I do not advise that prac- 
tical effect be given to them, I must repeat Mr Colvin’s 
observation that they are in accordance with those of 
very many of the most distinguished men m modern 
Indian administration 

Foremost among these is that of my honoured 
master and friend. Lord Lawrence, who never, while he 
was m India, or after he left it, wavered in his opimon on 
this subject No man knew India better than he, and 
never was there a man who would have more strongly 
and mdignantly refused his consent to measures which 
he thought must entail injustice and oppression on 
the people He beheved that there are some classes 
of the commumty which have borne no proper part of 
the public burdens, although no classes are better able 
than they to bear their share, that it is by direct 
tasatiuori alone that they can be reached , and that 
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With reasonably good administration, which it is cer- 
tainly within our power to secure, there is no neces- 
sity whatever for any gross abuses in the assessment 
and collection of taxes of this kmd, particularly if a 
high mimtaum of taxable mcome be adopted On the 
very last occasion on which I saw Lord Lawrence, he 
spoke to me to this effect 

Indirect taxation, m a country hke India, is m it- 
self no doubt preferable to direct, but many erroneous 
ideas are prevalent on the subject Direct taxation on 
the tradmg classes has been imposed m India from 
time immemorial, and there is at this moment no im- 
portant Native State m which it is not a recognised 
part of the fiscal system There is probably no country 
in the world in which so large a propoition of a great 
revenue is raised by direct small pajonents as India 
As a matter of fact, the greater part of the land revenue 
of more than 20,000,000Z is raised by what are vir- 
tually direct payments firom an immense number of 
persons , and obviously it matters httle to the milhons 
of small proprietors and cultivators, who pay the 
greater portion of this revenue, what name we give to 
their payments So, agam, nearly the whole of the 
local taxation m a great part, perhaps m the greater 
part, of India, is received in the form of direct and not 
indirect payments 

If, however, any plan of direct taxation is to become 
successful, the fast-and-loose system which has hitherto 
been followed must be abandoned As Mr Eivers 
Thompson has observed, ever since the days of Mr 
Wilson hcence taxes have succeeded mcome taxes, cer- 
tificate taxes have followed hcence taxes, m various 
forms and shapes, and each m turn has been abandoned 
through an entire absence of any settled continuity of 
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administration in our finances No agency could be 
perfected under such constantly recurrmg changes 

It was forcibly pomted out^ some years ago, by Mr 
Alonzo Money, that m the assessment of direct taxation 
throughout the greater part of India a ’system re- 
sembhng, m some respects, the periodical settlement of 
land revenue ought to be adopted The character of 
the population is so stationary and unchangmg that 
there is little variation fiom one year to another in the 
income and profits of the great majority of the peisons 
called on to pay an income or hcence tax, and, exceptmg 
in the large commercial centres, no necessity exists for 
annual assessments Sir WiUiam Muir, when Lieutenant- 
Governor of theNorth-W estern Provinces, laid much stress 
on these considerations ‘ As m the assessment,’ he said, 
‘ of landed profits, so m the assessment of incomes, the 
more fixity and permanency arrived at, the gi eater will 
be the feehng of rest and of confidence In proportion 
as such a state of comparative permanency can be 
approached, the suspicion and irritation, the fraud and 
oppression, and the other evils incident to the tax, would 
be diminished, the pressure on the people would be 
lightened, and the action of the Government would be 
better understood, and its motives more fully appre- 
ciated ’ 

The question may here fairly be asked, whether, 
granting that the imposition of this new taxation was 
nght m 1877, its maintenance is necessary now, when 
the condition of the finances has become so far more 
satisfactory than it was, and when there is declared to 
be a large surplus of levenue over ordmary expen- 
diture P . 

Before replying to this we should remerabc 3 |what 
eare ^e- classes on which this new taxation actuallj falls. 
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There are, first, the landlords of Bengal, the richest 
class in the richest proYince of the Empire, who now- 
pay m taxation almost nothing, and in land revenue an 
amount altogether inadequate They have succeeded 
m* throwing upon the tenants a portion of all the cesses 
hitherto imposed on the land, and if this could be pre- 
vented I for my part should be glad I can therefore 
conceive no more unwise or unjustifiable measure than 
the exemption of the Bengal zemindars from their 
share of this burden, the only fault of which, in rela 
tton to them, is that it is too hght, while so much 
remams to be done for the rehef of the poorer classes 
from taxation Secondly, the new taxation falls, at the 
rate of 1 per cent on their gross rental, on the land- 
lords of Northern India It has been shown how weU 
they can afford to pay this demand, no portion of 
which IS payable by the tenants At the same time 
their case is altogether different from that of the land- 
lords of Bengal Although their assessments are veiy 
moderate, they nevertheless contribute largely towards 
the necessities of the State, and I should see without 
regret rehef given to them by the remission of the 
rates imposed three years ago The loss of revenue 
would be about 170,000Z Nor would there be any in- 
consistency in retaimng the rates m Bengal and re- 
mitting them m Northern India, because, independently 
of the fact that Bengal is incomparably better able to 
pay, the rates were, as already explamed, imposed at 
different times and for different purposes , and al- 
though it has been thought convement to consider the 
Bengal public works cess as a part of the so-called 
famine taxation, it has been treated quite diffeiently 
from the rates imposed m Northern India Thirdly, the 
new taxation falls on the richer class of traders, touch- 
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sympathies and gmding the convictions of ■writers whose 
interests are in many particulars identical with their 
o'wn The consequence is that every measure which 
imposes on the official or mercantile classes a larger shaie 
in the taxation of the country, is denounced by the 
Indian press -with a vehement unammity which an in- 
experienced observer would be tempted to value at more 
than its true worth It imphes really nothing more 
than the natural pang which every conscious contribu- 
tion to the public treasury occasions and its political 
importance is certain to be exaggerated, because we hear 
nothmg of the silent milhons whose opimon, were they 
capable of expressing it, could not fail to be in favour 
of a measuie which transfers a portion of the burden of 
taxation to sturdier shoulders than their own 

Thus temptations are nevei wanting in India for 
Governments to earn for themselves an easy and apparent 
popularity by a refusal to impose taxes on the richer 
and more influential classes of the community , and 
while these, the only audible critics, approve, it will 
never be difficult to find acceptable reasons for a course 
essentially impohtic and unjust Statesmen should 
never forget that the real foundations of our power in 
India do not rest on the interested approval of the noisy 
few They rest on justice, on the contentment of the 
millions who may not always be silent and quiescent, 
and on their feehng that, in spite of the selfish clamour 
of those who profess to be their guardians and representa- 
tives, they may place implicit trust m the equal justice 
of our Government, and in its watchful care of the in- 
terests of the masses of the people The exemption of 

* Although the general truth of these remarks is undemahle, theie is one 
notalble exception The justice and liberality of view shown by the public 
and by the press of Bombay in regard to all these questions of direct taxa- 
tion have long been remarkable 
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the richer classes from taxation is a pohtical mistake 
•which, as time goes on, and knowledge and mteUigence 
increase, must become more and more mischievous 
When taxation is diminished, these, then, are not the 
taxes with which we ought to begin As I have endea- 
voured to show m another chapter, further reductions 
m the salt duties are, on all grounds, desirable, both for 
the benefit of the people and of the finances Further 
reforms in the customs tanff, involving a loss of present 
revenue, but certain to be most beneficial to the country, 
should also be made The court fees, which are taxes 
on the administration of justice, ought to be reduced 
The capitation tax in Burma ought to be abolished 
These are among the taxes of which the reduction or 
remission are first required. 


NOTE TO CHAPTER XII 

Eastract from, a Ecup&r by Mr Bazett Colwn, on Indnan 
Taxation 

An income taz is not an nntned resource, or a doubtful expen- 
ment In one shape or another it has been imposed, at inter- 
vals, durmg the last twenty years, and the arguments for and 
against it are femihar to most people in this countiy 
* * 

I am aware how much there is to be urged against an in- 
come tax, and know its defects not fiom hearsay but from ex- 
penence, having been personally engaged as a district officer, in 
assessing and collecting every direct tax upon incomes, except 
one, which was imposed between 1860 and 1872 I do not 
deny that there are serious defects in it , but it does not follow 
that those defects are beyond remedy , or, even if they ware, 
that an income tax would be worse than any of the other forms 
of taxation which we have been examining Our choice in the 
case supposed would he among evils , and, this being so, 
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real question is, whether an income tax is not the least that we 
can choose 

The chief argument that is used against an income tax by 
its opponents is its unpopularity It is, no doubt, greatly dis- 
liked both by Europeans and Natives The European aversion 
from it is due, in some measure no doubt, to its incidence as a 
direct tax upon themselves , but the oflScial dislike to it should 
(I think)' be chiefly ascribed to the defects of its assessment, 
and to an Enghshman^s reluctance to be concerned in anything 
like arbitrary taxation Natives object to it, less, perhaps, be- 
cause its assessment is faulty, than because it is a direct tax, 
and because they hate all taxation of which they are conscious 
Whatever the motives may be, I am not prepared to dispute the 
fact of its unpopularity But I beheve that much more import- 
ance has been conceded to this unpopularity than it deserves 
The classes who cherish hostihty to an income tax are, of course, 
the classes who feel it — in other words, the European commu- 
nity, and the educated and well-to-do portion, which is a very 
small portion, of the native population These classes have 
every opportunity of making their dissatisfaction heard, and are, 
indeed, the only classes whose voice is audible But they are, 
of all people, the least likely to carry their dissatisfaction to the 
point of disaffection towards the Grovemment, and of any active 
desire to disturb order The political importance, therefore, of 
the hostility displayed to the tax is really much less than it 
seems The great mass of the people do not pay it, and are 
utterly indifferent about it A tax on tobacco, or one on houses, 
or marriages, would stir the people with a far greater force, and 
to a much lower depth 

Putting aside the unpopularity of an income tax with the 
few whom it affects, there seem to be no other objections to it 
which are entitled to much weight The inquisitorial mode in 
which it was at first assessed was abandoned after a short trial, 
and was no longer a characteristic of the tax when it ceased to 
exist It is hardly disputed now that there was exaggeration 
in the charge made against it, that it afforded facilities for great 
corruption and oppression on the part of subordinate officials 
Moreover, if an income tax became a permanent part of our 
financial system^ there is no reason to suppose that thesa defects 
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m its working, so far as they actually exist, could not be 
remedied as well in this as in other branches of the adminis- 
tration 

On the other hand, whatever may be said against an income 
tax, this, at least, in its favour, is true — ^that it would be no 
doubtful experiment, but a measure of which the result is 
known, and the success certain Again, it is no less tiue that 
an income tax is a just form of taxation, and that it is the only 
way m which the mercantile wealth of the country can be made 
to contribute to the cost of the Oovemment It is notorious 
that this wealth, which is considerable and daily increasing, 
pays very little, in propoition to its means, for the protection 
and the great advantages which it enjoys under British rule 
It IS no small recommendation of a tax that it should redress 
the great injustice which this immunity of so many nch men 
causes to all other tax-payers Admitting, also, that its assess- 
ment has been hitherto defective, this evil might certainly be 
remedied, if the number of persons liable to it were largely re^ 
duced, which, as I hope to show, is possible, and if the tax were 
made permanent Nor must we forget that, however great the 
alleged evils of an income tax may be, they have not prevented 
a great many of the most distinguished names in modern Indian 
administration from expressing their approval of it 
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THE SALT AND SUGAR DUTIES 

SOTOCES OF SA.I.T STOPLT IIS' VAEIOUS PBOVIKCES— SYSTEM OP LEVYrKTO- 
DITTIES — OEIGTlSr OP DDTIES — ^ABOLITION OP OLD INTBENAL ODSTOMS DDTIBS 
— SALT AISTD SD&AE EXCEPTED— BATES OP DDTY VAEIED ITST DIPPEBENT 
PEOYnrCES — ^PBEVEKTIVE LUSTE ACEOSS INDIA — ^EESOLDTION IN 1869 TO 
EQDALISB DDTIDS AND ABOLISH CUSTOMS LINE — ^LOED MAYORS MBASUEBS 
— PITETHDE STEPS TAKEN IN 1878 — DITTIES PAETIALLY EQFALISBD — 
EAISED IN BOMBAY AND MADEAS — ^EEDDOED IN NOETHERN INDIA AND 
BENOAL — PINAL EBDDCTION TO ‘2 ES 8 ANS EXCEPT IN BENGAL — 
AEEANGBMENTS WITH NATIVB STATES IN EAIPDTANA — SINDH— ABOLI- 
TION OP CirSTOMS LINE IN 1879 — GENBEAL BESDLTS ON PRICE— CON- 
SUMPTION AND BPVBNXTE — POSSIBLE PDETHEE EBDDCTION OP DDTY — 
SALT IN BXIEMA — ^ADMINISTRATION OP SALT DEPARTMENT — SUGAR DITTIES 
— THEIR ABOLITION IN 1878 

The changes carried out during the administration of 
Lord Lytton in the system of assessing and collecting 
the salt duties in India have been extremely important, 
and, notwithstanding large reductions over the greater 
part of India in the rate at which the duties were 
levied, they now yield a revenue exceeding by nearly 
1,000,000Z that which they yielded m 1877-78, four 
years ago 

Properly to appreciate the measures that have been 
taken, and the policy by which those measures have 
been guided, it }s necessary to understand the condition 
of things which previously existed 

And first it must be explained that the circum- 
ist?iuces under which the salt duties are raised vary 
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greatly in different parts of India Bengal and Assam, 
with 70,000,000 people, now get nearly the whole of 
their salt supply from England Almost the only local 
source within easy reach, from which Bengal can 
obtain salt, is the sea, but owing to the damp chmate, 
and the large body of fresh water brought down by the 
numerous rivers which intersect the delta of the G-anges, 
the natural facihties for making salt on the northern 
coasts of the Bay of Bengal are not great On the 
equalisation of the duty on salt manufactured locally 
and on that imported by sea, the latter almost com- 
pletely supplanted the former 

In Madras and Bombay, on the other hand, which 
contain about 47,000,000 people, the manufacture of 
salt from the sea is cheap and easy , and for these pre 
sidencies, as well as for the greater part of the Central 
Provinces and the Native States of Southern India, the 
sea IS the great source of supply 

In Northern India the Punjab possesses inexhaust- 
ible supphes of rock-salt, which is consumed by about 
16,000,000 people Throughout the North-Western Pro- 
vinces and Oudh, and in a portion of the Central Pro- 
vinces and of the Punjab, although there are many 
places where more or less impure salts can be pro- 
duced by washing the soil, the home sources for the 
supply of good salt are altogether insufficient , 47,000,000 
of our subjects depend almost entirely for their salt on 
the Native States of Eajputana, or on places on the 
confines of those States, where lakes or springs impr^- 
nated with excellent salt occur 

The system under which the duty is levied also 
vanes in different provmces In Madras the duty is 
mosdy collected under a monopoly by which all s^t is 
pianufactured on behalf of the Government, and sold at 



217 


OEIGIN OP INDIAN DUTIES 

a price -wliicli gives a profit equivalent to the duty In 
Bombay the duty is chiefly levied as an excise In 
Lower Bengal it is levied chiefly in the form of a sea 
customs import duty In the Punjab the duty is in- 
cluded in the selhng price of the rock-salt, which is 
dug and removed from the mines and sold by the 
Government For the rest of the upper provmces, 
until 1879 the duty was collected when the salt im- 
ported from Eajputana crossed the British frontier , it 
IS now levied at the places of production, where it is 
prepared by evaporation from the brme by a Govern- 
ment estabhshment 

The origm of the Indian salt duties is well ex- 
plained in the foUowmg quotation, taken, with some 
unimportant oimssions and alterations, from a speech 
by Lord Lytton, made in the Legislative Council on 
February 9, 1878 — 

‘ The taxation of salt is a part of the fiscal system which the 
British Grovemment inherited from the Native rulers of India 
The history of our present salt duties is a separate one for each 
province Except in one respect, which I will mention immedi- 
ately, these provincial duties have had no connection with each 
other, and hence that irregularity in their rates which the 
G-ovemment of India has always desired, and is now endeavour- 
ing, to rectify The only historical connection between these 
local salt duties is to be found m the common origin of additions 
made to them m connection with the abohtion of a mass of most 
vexatious transit duties with which the whole surface of this 
Empire was formerly covered Under Native rule, toUs were 
taken on all roads and navigable rivers , and, in spite of their 
irregularity, these early transit duties were probably less 
harassmg to trade than the forms which they subsequently 
assumed under the regulations of the East India Company, 
for those regulations added to the ongmal tolls all the refine- 
ments and checks of an elaborate customs system About half 
a century ago the, Government, recognismg the intolerable 
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inconvemence of these multiplied checks upon internal trade, 
decided to abolish them and substitute for them higher rates of 
duty upon salt This great reform is mainly due to the en- 
lightened advice of Sir Charles Trevelyan, than a member of the 
Bengal Civil Service The extinction of the condemned imposts 
involved a loss of revenue, in the Bombay Presidency, amounting 
to more than 345,000Z , whilst the enhanced duty on salt yielded 
only a revenue of less than 215,000Z In Madras the loss of 
revenue was still greater The transit and inland customs 
duties had yielded a net revenue of about 310,000Z , while the 
mcrease in the salt duty yielded less than 95,000i 

‘The history of the southern salt duties is thus not one 
which the Q-ovemment of India has any reason to recall with 
self-reproach A similar pohcy has been pursued in Bengal 
and the upper provmces of India The Bengal transit duties 
were abobshed by the Act of 1836, and the Bengal salt duty was 
fixed in the following year at Es 3-4 per maund The Act of 
1843 abolished all import and export duties on the frontiers of 
the North-Western Provinces, with the exception of the duties 
on salt, sugar, and cotton, and the cotton import duty was 
abandoned m 1855, the salt duty m the North-Western 
Provinces having been fixed in 1843 at Es 2 per maund, with 
an additional assessment of E 1 on all salt passing eastward of 
Allahabad The annexation of the Punjab was followed by an 
increase of the salt duty in that jnovince, but that increase 
was part of a general measure which extingui^ed simultaneously 
an the export, import, transit, and town duties previously levied 
It will thus be seen that the present system of comparatively 
high salt duties in British India is the result of an enlightened 
and beneficent fiscal pohcy, which has relieved British India 
from a multitude of mischievous and vexatious imposts on 
internal commerce, imposts descnbed by a competent authority 
as bemg “ so full of inequalities, and anomahes, and comphcar 
tions, that it would be vain to mqmre from what objections or 
what abuses they were free ” 

Thus the salt duties levied in the different provinces 
of India had httle real connection with each other, 
and^Jhe rates at which they were imposed vaned 
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greatly from time to time Fiom 1869 to 1877 the 
duty in Lower Bengal was Ks 3-4 per maund (82 lbs ) , 
in the upper provinces Es 3, and in Madras and 
Bombay Es 1-13 

So long “as there were no railways, and the means 
of communication were imperfect, the mconvemence of 
these different rates of duty m different provinces was 
comparatively little felt But to secure the levy of the 
duty on the salt imported from Eajputana, and, as com- 
mumcations were improved, to prevent the ingress of 
salt taxed at lower rates into the provmces where it 
was more highly taxed, preventive measures were 
necessary, and there grew up gradually a monstrous 
system to which it would be almost impossible to find 
a parallel in any tolerably civilised country 

A customs hne was estabhshed, which stretched 
across the whole of India, which in 1869 extended from 
the Indus to the Mdhdnadi in Madras, a distance of 
2,300 miles, and it was guarded by nearly 12,000 
men and petty officers, at an annual cost of 162,000^ 
‘The hne,’ the commissioner of inland customs wrote 
in his report for 1869-70, ‘ is divided into 110 beats, 
each presided over by a patrol, and watched from 1,727 
guard-posts A very perfect system of patrolhng 
exists, and, except in some wild portions of the Cential 
Provmces (where tigers bar the way ahke to smuggler 
and customs officer after dark), goes on with unabated 
vigilance mght and day ’ 

Before the latest changes were made this inland 
customs hne had been partially reduced, but stiU ex- 
tended from a point north of Attock on the Indus to 
the frontier of Berar, a distance of more than 1,500 
miles, and was guarded by some 8,000 men If put 
down m Europe, it would have stretched from London 



220 FINANCES AND PUBLIC WOEES OP INDIA 

to Constantinople Along the greater pait ol its extent 
It consisted of a huge material barrier, which Mr Grant 
Duff, speaking from personal observation, said could 
be compared to nothing else in the world except the 
great wall of China , it consisted pimcipaliy of an im- 
mense impenetrable hedge of thorny trees and bushes, 
supplemented by stone walls and ditches, across which 
no human being or beast of burden or vehicle could 
pass without being subjected to detention and search 
A similar Ime, 280 miles in length, was maintained in 
the north-eastern poition of the Bombay Presidency, 
from Dohud to the Eunn of Cutch 

It may be easily unagmed what great and inevitable 
obstruction to trade, what gross abuses and oppression, 
what annoyance and harassment to individuals, took 
place The interference was not confined to fhe traffic 
passing into British territory , for, owmg to the levy of 
an export duty on all sugar passing from British terri- 
tory mto Eajputana, which had been retained after all 
other similar mland duties were removed, and to which 
I shall again refer, the same obstiuctions were offered 
to the traffic passing in the other direction In spite, 
however, of the evils inseparable from the existence of 
an inland customs hue, it was impossible to dispense with 
it so long as we levied our salt tax at different rates 
in different provmces, and had no means of controilmg 
the manufacture and taxation of salt produced m Natave 
States and brought thence into our own territories 
The flagrant evils arismg from this state of thifigs 
were long recognised by the Government of India, but- 
nevertheless, until ten or twelve years ago, it acted afe 
if it had httle interest m applymg a rem^y, or in faciS*? 
tatmg the supply of salt to the people Thus, for 
exmple, salt from the Sdmbhar Lake, the most imporb- 
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ant source of supply to the North-W estern Provinces, 
had to find its way two hundred nodes through Native 
States, with no roads or bridges, on the backs of pack- 
cattle or camels, and subjected to imposts and exactions 
and hindrances of every kmd, untd it came to the 
greatest hindrance of all, our own customs hne 

In 1869, Loid Mayo’s G-overnment, with the con- 
currence of the Governments of Madras and Bombay, 
raised the salt duty in those presidencies by five annas 
a maund, and this was done not merely to mcrease the 
revenue, but chiefly as a step towards the equahsation 
of the duties throughout India, and the abohtion of the 
inland customs hne A still more valuable measure 
taken by Lord Mayo, m the same direction, was the 
acqmsition by the British Government, under an amic- 
able arrangement with the Native States of Jaipur and 
Jodhpur, of the lease of the Sd,mbhar Salt Lake, the 
most important of the salt sources of Eajputana To 
Lord Mayo also belongs the honour of commencing, as 
the first instalment of the projects for railway extension 
then happily conceived, the hnes from Agra and Delhi 
to the Sdmbhar lake, thus providing railway transport 
between the salt sources of Eajputana and our own 
territories With the means of commumcation which 
- formerly existed, it was physically impossible to bring 
into Northern India a supply of salt sufiicient for the 
wants of the people During the administration of 
Lord Northbrook the same pohcy was followed, and, 
although the rates of duty remained unaltered, the 
extension of the railways in central India admitted of 
a further great step in advance, by the abohtion m 
1874, with practically no loss of revenue, of about 
800 miles of the customs hne m the Central Provmces 
and Behar 
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When Lord Lytton became Viceroy, the whole 
question of the salt duties was reconsidered, and the 
result was the declaration by the Government of India 
not only of the pohey which it intended to follow in 
connection with the equahsation of the duties and the 
abohtion of the inland customs hne, but of the principles 
by which the administration of the salt revenue ought 
in future to be regulated What those principles are, 
what has been done towards cai lying them into effect, 
and what still remains to be done, will now be stated 

There can be no doubt that salt is, in itself, a proper 
subject of taxation in India The Mowing extract 
from a despatch by the Duke of Argyll, dated January 
21, 1869, expresses, very clearly and accurately, what 
appears to be the true doctrine 

‘On all grounds of general principles, salt is a perfectly 
legitimate subj ect of taxation It is impossible, in any country, 
to react the masses of tbe population by direct taxes. If they 
are to contnbute at all to the expenditure of the State, it 
must be through taxes levied upon some articles of universal 
consumption If such taxes are fairly adjusted, a large revenue 
can be thus raised, not only with less consciousness on the part 
of the people, but with less real hardship upon them than in 
any other way whatever There is no other article m India 
answering this description upon which any tix is levied. It 
appears to be the only one which at present, in that country, 
can occupy the place which is held in our own financial system 
by the great articles of consumption from which a large part ol 
the impenal revenue is denved I am of opimon, thereft«p4, 
that the salt tax in India must contmue to be regarded as % 
legitimate and important branch of the pubhc revenue It is 
the duty, however, of the Government to see that such taMS 
are not so heavy as to bear unjustly upon the jioor, by amounting 
to a very large percentage upon their necessary eriienditure 
The best test whether an indirect tax is open to this objection 
IS to be found in its effect upon consumption 
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‘ I observe that several of those officers whose opinions npon 
this question have been given in the papers before me, found 
that opmion upon what they have heard, or what they have not 
heard, in the way of complaint among the native population , 
but this IS a very unsafe ground of judgment , it is one of the 
great advantages of indirect taxation that it is so mixed up 
with the other elements of price that it is paid without 
observation by the consumers Even at home, where the people 
are so much more generally educated, and moie accustomed to 
political reasomng, the heavy mdirect taxes formerly levied 
upon the great articles of consumption were seldom complained 
of by the poor , they were not themselves conscious how severely 
they were affected by those taxes, and how much more of the 
articles they would consume if the duties were lower But 
whilst this peculiarity of indirect taxation makes it a most con- 
venient instrument of finance, it throws additional responsibility 
upon all G-ovemments which resort to it to bring the most 
enlightened consideration to bear upon the adjustment of taxes 
which may really be very heavy and very unjust, without the 
fact being perceived or imderstood by those on whom they fall ’ 

In Sir Jobn Strachey’s financial statement made in 
March 1877 it was declared that the main object of 
the Government, and the basis of its whole pohcy in 
regard to this question, was ‘ to aim at giving to the 
people throughout India the means of obtaimng, with 
the least possible inconvenience, and at the cheapest 
rate consistent with financial necessities, a supply of salt 
the quantity of which should be hmited only by the 
capacity of the people for consumption There can be 
no doubt that, in the interests of the revenue, the best 
system would be that under which we should levy 
throughout India a low rate of duty on unrestricted coi»- 
sumption ’ 

Although It cannot be truly asserted that there was 
any pait of India in which the actual supply of salt was 
insufficient for the preservation of the health of the 
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people, and although it is an exaggeration to say that 
the salt tax anywhere pressed with extreme seventy 
on the poorer classes, yet it was not open to question 
that very large numbers of our subjects failed to obtain 
a full supply of salt, and that the system wider which 
high duties were levied on a restncted consumption 
had not even the ment of being financially profitable 
In the Madras and Bombay Presidencies, where the 
duties were lowest, and salt was cheap and abundant, 
the average consumption of the people per head was 
double that of the people in Northern India, where 
salt was dear, where the duty was high, and the supply 
hmited , and financially, the results in the former case 
were far more satisfactory than in the latter The 
salt duties yielded, relatively to the population, a larger 
revenue in Madras than m any other part of India 
The Government would have desired that the duties 
throughout the whole of India should be at once 
brought down to the rates m force in Madras and Bom- 
bay, but the immediate loss of revenue would have beer 
at least l,500,000i! , and some years must have elapsec 
before mcreased consumption restored the revenue tc 
Its former amount It was clear that the equahsatior 
of the duties throughout India was impracticable, unless 
while reducmg the duties throughout the greater part 
of India some additions were made, for a time ^t least, 
to &e low duties m Madras and Bombay 

Although the financial difficulties in the way oi 
deahng with this subject in a thoroughly satisfactory 
way were greatly mcreased by the necessity, which 
arose m 1877-78, of imposmg fresh taxation to meet 
the habihties caused by famine, that necessity at the 
same time diminished the practical difficulty of en- 
hancmg the salt duties in Madras and Bombay, apd 
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prevented much opposition which would otheiwise have 
been inevitable Thioughout the rest of India, rates 
were imposed on the land, as a pait of the so-called 
fannne taxation, but, although no pledges were given 
that the exemption would be maintained, no such lates 
were imposed in Madras and Bombay, in consideiation 
of the increase made in those Presidencies to the salt 
duties This fact has been systematically misinter- 
preted, and it IS still often asserted that the salt duties 
were raised in Madras and Bombay as a part of the 
famine taxation, though the contraiy was distmctly 
stated at the time The measure was a step towards 
the equahsation and ultimate geneial reduction of duties 
throughout India 

It IS not necessary to state m detail the measures 
taken, from time to time, during the last foui years, 
for carrying out this pohcy, but the mam facts will 
be described 

In the begmmng of 1878 the duty on salt in the 
Madias and Bombay Presidencies was raised from 
Bs 1-13 to Rs 2-8 per maund In Northern India it was 
at the same time reduced from Bs 3 to Es 2-12, and 
m Bengal from Es 3-4 to Es 3 , a further i eduction 
was made in duly of the same yeai to Es 2-8 in 
Northern India, and Es 2-14 m Bengal In 1878 
agreements were completed with the Native States of 
Eajputana under which the British G-overnment ob 
tamed leases of all the more important remammg salt 
sources, and on April 1, 1879, the whole customs hue, 
'With a small exception on the Indus, was abolished, 
and Its'' ^bohtion led to a direct saving of expenditure 
oh the preventive estabhshments of about 100,000^ a 
year The leases of the salt sources were framed on 
llie precedent of the lease sanctoiaed by Lord Majo, 
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under wliicli the Sdmbhar Lake had been managed for 
nine years, without any friction with the Native States, 
and with most beneficial results on the pnce of salt 
Ample compensation was paid to manufacturers and 
others mterested m the salt-works The thiefs were 
treated with hberahty, they were fully compensated 
for aU loss of revenue, and there is every reason to be- 
lieve that they were and are well satisfied with the 
terms which they -obtained But, as an unavoidable 
consequence of the new system, and one without whicn 
the rehef of our own subjects would have been im- 
practicable, the people of the Native States m question 
became generally hable to the payment of the British 
salt duty , a portion, however, of the population still 
obtains salt free of that duty, and another portion pays 
only half the usual late Efibrts were made, in carrying 
out these indispensable measures, to give to the people, 
as far as possible, compensation for the new salt tax 
so imposed on them In four of the States, aU transit 
duties on goods of every kind were abohshed, and m 
all the States with which agreements were made it was 
stipulated that no transit duties on salt should continue 
to be imposed Eehef was also given by the removal, 
from April 1, 1878, of the duties formerly levied on all 
sugar exported across the customs hne from our own 
territories, which feU mainly on the people of the 
Native States of Eajputana These sugar duties will be 
more particularly referred to hereafter 

In Central India the new arrangements have worked 
very satisfactorily Some difficulties have occurred 
with the Maharaja Holkar alone, certainly through no 
fault or want of hberality on the part of the British 
Government The Maharaja Scindia, and all the 
other chiefs with whom agreements have been made. 
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have declared themselves thoroughly satisfied ‘ Salt,’ 
wrote the Governor-General’s Agent, Sir Henry Daly, 
on November 20, 1880, ‘ is cheaper m Indore than 
It was injL875, and m all the eastern parts of Central 
India the benefit to the consumeis has been great The 
salt, except m Holkar’s State, is untrammelled by petty 
dues , and to the poor is at a price before unknown 
Scindia admits that he has been handsomely treated , 
and I have heard no chief with whom we have dealt 
say otherwise I urged hberahty in every case , and 
hberahty was observed Everjnvhere throughout 

Central India the price shows that salt is a commodity 
withm the reach of the poorest ’ 

In Eajputana the Agent to the Governor-General, 
Colonel Bradford, wrote, December 4, 1880, that ‘ the 
salt arrangements are working most satisfactorily ’ 
The price of salt was necessarily increased in some 
of the States wheie salt is produced, but in this lespect 
matters go on improving as trade adjusts itself to the 
new conditions That the mcome of the chiefs is 
greater now than before the new airangements were 
made, is said by Colonel Bradford to be indisputable 
Iq connection with this subject, it must be remem- 
bered that the British Government has now nearly 
completed, entirely at its own iisk and at a cost of 
some 10,000,000/!, the railways runmng through the 
Native States of Eajputana and Central India The 
benefit thus conferred on the people of these States 
has been enormous No part of India was formerly 
more completely cut off from coramumcation with the 
sea-board and with the great trading marts of the 
country The transport of every article of trade has 
now been cheapened , and wherever the railways have 
displaced road trafiB/c, the onerous transit duties on 
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almost every axticle of consumption, from which the 
people of these States have long suffered, have ceased 
to be collected 

These measures, by which the British Government 
obtained the control of the salt manufacture in Eajpu- 
tana, and without which the abohtion of the inland 
customs Ime would have been impossible, were not 
expected to give any diiect profit to our revenue On 
the contrary, they weie expected, in the first instance, 
to lead to an annual loss of about 48,000^ , which it was 
beheved would in time be made up by increased con- 
sumption in British teiritoiy, following the reduction in 
the cost of salt It is too soon to speak confidently, 
but it now appears probable that the additional reve- 
nue received from the salt consumed in the Native 
States, together with the amount saved by the abohtion 
of the customs hne, wiU considerably exceed the annual 
expenditure on account of compensation to the States, 
and the loss on account of sugar duties, which have also 
been rehnquished 

If this anticipation should be fulfilled, and the new 
arrangements, independently of their effect oh the people 
of oui own territories, should prove financially profit- 
able, it will be cause for satisfaction It has been 
generally felt that the Native States throiii^OT|JEB|l^a 
ought to make much larger contnbution^li ^i^lp’ j ^. ^ 
general expenses of the Empire than we now receavd 
from them Eor the mamtenance throughout India of 
peace and tranqudhty, they pay, for the most pait, 
almost nothing, and these inestimable benefits are mainly 
provided for them at the cost of our own subjects In 
many cases, howevei, a partial remedy has been supplied 
by the operation of our salt duties Thus the States of 
the Nizam, all the Native States of the Punjab, and others 



ABOLITIOJST OF CUSTOMS LIlfB 


229 


in other parts of India, derive then supphes of salt, 
wholly or in part, from sources where the British duty 
has been levied, and these States thus contribute mdi- 
lectly towards the revenue of the British Government 
Hitherto, ■'vith ummpoitant exceptions, no contiibutions 
of this or any kind have been made by the Native States 
of Eajputana, and if the new ariangements should give 
some direct financial gam to oiu treasuiy, they will in 
truth cause the partial removal of an injustice, not 
inflict one 

The great customs line ceased to exist in April 1879, 
and there was an end to those artificial obstructions to 
the free development of trade which had so long 
checked the supply of salt to the people With it 
disappeared one of the greatest opprobiia of British rule 
m India Lord Lytton, speaking on this subject m the 
Legislative Council in February 1878, said thsft the 
mamtenance of this hne was ‘ a great commercial and 
pohtical scandal,’ and that he ‘ sincerely trusted that the 
history of his administration might be associated with its 
removal ’ It is a cause of great satisfaction that this 
hope has been fulfilled 

The salt revenue in the province of Smdh was, 
before 1878, raised by a system of sale by contract 
This system was extremely defective, led to much 
smuggling, and produced a revenue veiy small in pro- 
portion to the population At the beginning of 1878, 
the system in Sindh was assimilated to that in Bombay, 
and the duty was raised to the same level, namely, 
Es 2-8 per maund 

The general result of all these measures was, that 
while the Government was compelled, for a time only as 
it beheved, to increase the rate of duty on the salt con- 
sumed by 47,000,000 of our subjects, the rate was 
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reduced tlirougliout the greater part of India, to the 
rehef of 148,000,000 

Complete figures to show the dijOference between the 
present prices of salt m various parts of India, and those 
which prevailed before the first steps m the new pohcy 
were taken, cannot be given, but the following facts are 
mterestmg 

At the chief salt mart in Northern India, Agra, in 
January 1868, good average Sdmbhar salt was selhng 
wholesale at Es 5-8 per maund In 1869 the price was 
Es 6 In 1876 it had fallen to Es 4-6, and m 1880 to 
Es 3-3 Thus, a reduction of about 40 per cent m the 
price of the most important salt in Northern India has 
been secured at the cost of a reduction of 16;^ per cent 
in the duty The increased duty in Southern India has 
necessarily mcreased the price of salt there, but to a 
smaller extent than might have been anticipated In 
1877, before the last mcrease of duty, the average pnce 
of salt m the Madras Presidency was Es 2-12 per maund, 
while in 1880 it was Es 3-6 This signifies, takmg the 
average annual consumption at 12 lbs per head, that 
each person has to spend in the whole year upon salt 
about 2d more than he spent before The increase 
of pnce in the Bombay Presidency has been nearly the 
same as m Madras On the other hand the extension of 
railway commumcation has done much to lessen the 
price of salt over a great part of the country In the 
speech already quoted. Lord Lytton observed — 


‘ Nor should it be forgotten, I think, when we come to con- 
sider the practical mcidenceof the enstmg salt dpties upon the 
poorer portion of the population, that the extension of railway 
commumcation has done much to cheapen the virtual price of 
salt to the people For mstance, the hues which now connect 
Bcanbay with Beypur and Madras, on the one sid^, and 
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balpux and Nagpur on the other, and those which connect 
Negapatam with Tuticorm, carry salt from the sea-coast to the 
interior at the rate of one anna ) per maund for about 
every fifty miles Thus the carriage of a maund of salt from 
Madras or Bombay to any intermediate lailway station does not 
now exceed eight annas, which is considerably less than the old 
cost of carriage by road, and may be fairly reckoned in favour 
of the consumer, against the corresponding increase of duty 

‘ Similarly, in the Bengal Presidency, the present railroads 
have placed a great part of the country in immediate communi- 
cation with the sea-coast and internal salt sources , so that, in 
spite of the continued imposition (in the past) of comparatively 
high duties, the development of railway communication has 
cheapened the price of salt over a great part of the country , 
and further reductions in the pnce of salt may consequently 
be expected from further progress in the development of railway 
communication ’ 

The effect of these measures on the consumption of 
salt and on the public revenue will next be shown 

In 1870-71 the total consumption of duty-paying 
salt m India was 23,031,000 maunds,^ and the net salt 
revenue was 5,686, 335Z In the three years preceding 
1877-78, when the rates of duty were altered, the total 
average annual consumption was 24,218,000 maunds, 
and the average net revenue was 6,739,460Z Since the 
alteration m the duties, the total consumption and the 
total revenue have steadily increased In 1879-80 the 
consumption had risen to 27,861,000 maunds, and the 
net revenue had risen to 6,895,713? , an increase m three 
years of more than 1,000,000? In 1880-81 there has 
been a decline in the consumption to 27,240,000 mauncfc, 
and of the net revenue to 6,572,000? This is attributed 
partly to an artificial stimulus given to the sale of 
Sdmbhar salt m the previous year,, and paitly tp the 
ordinary fluctuation of trade 

^ The maund equals 82| libs , a ton oontams 27| maunds 
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The refoim commenced in the course of the yeai 
1877-78, and was not completed until the end of the 
year 1878-79 It wiU therefore be best to compare the 
average consumption of the years 1875-76 and 1876 
-77 with that of the yeais 1879-80 and 1880-81 It 
will be found that the mciease has been universal 
In Bengal, wheie the duty was reduced fiom Es 3-4 to 
Es 2-14 per maund, the average consumption has 
risen from 8,014,000 to 8,877,000 maunds, but there 
has been a loss of duty amounting to 48,000/ In 
Northern India where the duty was reduced from 
Es 3 to Es 2-8, and the place of levy removed from the 
customs line to the sources of production, the consump- 
tion has increased from 4,517,000 maunds to 6,155,000 
maunds, and the duty levied fiom 1,334,000/ to 
1,519,000/ In Madias and Bombay which should 
be taken together, since the west coast of Madras is 
chiefly but not wholly supphed with salt from Bombay, 
while Madras chiefly but not wholly supplies Mysore 
and the Nizam’s territory, the duty was raised from 
Es 1-13 to Es 2-8 , nevertheless, the consumption has 
increased fiom 10,678,000 maunds to 10,923,000 maunds, 
and the duty from 2,001,905/ to 2,727,800/ For the 
whole of India the average annual consumption rose 
from 24,424,000 maunds in 1875-77 to 27,550,000 
maunds m 1879-81, the revenue increasing at the same 
time from 5,996,000/ to 6,834,000/ 

The mamtenance and even mcrease of the consump- 
tion in spite of the increase of the duties in Madras and 
Bombay is remarkable The increase of annual taxation 
which the measui e involved was estimated at about two- 
pence a head, distributed over the year by almost daily 
instalments, each of them infinitesimally small The fact 
appears to be that, when, in consequence of the abund- 



IMPOETANCl OF UNIFORM HUTY AT LOW BATE 233 

ance of supply and lowness of price, the people of a 
country have become accustomed to consume a con- 
siderable quantity of salt per head, a small increase in 
the cost of salt will have a very shght effect m altermg 
their habits and dimimshmg the quantity which they 
consume, and will interfere httle with the growth of 
consumption following increased population, and ex- 
tended cheap railway transport 

Such considerations as these mdicate another and 
a very important conclusion It appears highly probable 
that if the pohcy that has been described is followed for 
some years to come, the average consumption per head 
of the population will increase in the other parts of India 
to an amount as high as that which already prevails 
in Madras and Bombay , and that with a uniform duty 
throughout India, at a rate lower than the lowest now 
in force, and coincidently with a general reduction in 
the price of salt to the people, the revenue will become 
several miUions larger than it is at the present time 
If these anticipations should be fulfilled, the Govern- 
ment will have in its hands a financial engme of im- 
mense power , for it will be able, for the purpose of 
meeting any senous emergency, to obtain temporarily, 
by a small mcrease of duty, a large mcrease of revenue, 
and this almost without the people being conscious that 
any addition has been made to theix burdens But 
these results will only be attained if we steadily perse- 
vere in the couise that has lately been followed , we 
must finally abandon the erroneous notion that it is 
profitable to levy the salt tax at a high rate on a 
restancted consumption, and resolve to act at aU times 
on the only sound principle, that the interests of the 
people and of the pubhc revenue are identical, for 
we shall receive the largest possible revenue when the 
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salt duties are low, and when the people throughout 
India obtain ‘ an unlimited supply of salt at the 
cheapest possible cost ’ No time could be more favour- 
able than the present for taking another step in this 
direction, by a large and general reduction *in the salt 
duties The condition of the finances is so prosper- 
ous that a temporary loss of revenue could well be 
afforded, but this would rapidly dimimsh, and the salt 
revenue would before long be in a far more satisfactory 
condition than any which has hitherto existed 

Although the wisdom of these reforms is plainly 
shown by their results, it must not be supposed that the 
mcreased consumption of salt and the improvement 
m the revenue have been exclusively due to the 
reduction and equahsation of the duties, and to the 
removal of the hmdrances to trade caused by the inland 
customs hne The extension of railways, the general 
improvement m the means of communication, the open- 
ing out of new markets, and the increasing prosperity 
of the country, have aU powerfully contributed to the 
results which have been obtained , and without 
support of this kind the pohcy which has been 
adopted could not have succeeded Until the last few 
years the means of supply and transport throughout 
the greater part of India were most imperfect, and the 
quantity of salt available for consumption was hmited 
by material causes, and not by the requirements of the 
people So long as this was true, many of the essential 
conditions of success for a pohcy which aims at raising 
the salt revenue without placmg any avoidable restnc- 
tions on the consumption of the country, wei e absent 
The amount of duty is obviously only one among 
the numerous causes by which the pnce of salt is 
alfected, and it is clear that it can by no means be 
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assumed that reduction of duty will always be at once 
followed by reduction of price , but it is equally clear 
that, although m some particular place and province the 
price of salt may be as high after the reduction of duty 
as it was before, this affords no evidence that the reduc- 
tion was unwise Whatever may happen for a time, it 
IS certam that if trade be free, and the means of com- 
mumcation sufficient, every reduction of duty must ulti- 
mately contribute to a reduction of pnee and to an 
mcrease of consumption 

During the last eight years the average rate of duty 
for the whole of India has only varied between a mim- 
mum of Es 2 43 per maund in 1875—7 6 and a maximum 
of Es 2 56 per maund in 1878-79, the mean for the 
entire period being Rs 2 48 It was in view of this 
that m the measures of the last four years, which aimed 
at estabhshing throughout India a umform duty, the 
Government adopted as nearly as possible the existing 
average rate , thereby alike avoidmg any loss of reve- 
nue which could not tlien be spared, and any increase 
to the average burden on the people The rate fixed 
was therefore Es 2-8 per maimd, equivalent to five 
eighths of a penny per pound This rate is now in force 
everywhere except in the Trans-Ladus territory of the 
Punjab, m the greater part of Lower Bengal and in 
British Burma 

Most of the salt produced Trans-Indus is exported 
into Afghamstan, and is charged with extremely low 
rates of duty for reasons chiefly of a pohtical character 
This, however, involves the maintenance of a customs hne 
for some 400 miles along the Indus There seems to be 
no sufficient reason for not raising the duty to the rate 
prevaahng m the Punjab, which would enable the Govern- 
ment to get nd of this last fragment of the custojns hne 
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The duty m Bengal, which is now Es 2 14 per 
maund, should be immediately reduced by 6 annas 
Increase of consumption would soon make good the 
temporary loss of revenue It must not be forgotten 
that the difference between the rate of duty levied on 
Liverpool salt m Bengal and that imposed on salt pio- 
duced m hTorthem India was formerly 4 annas and is 
now 6 annas a maund The Salt Chamber of Commerce 
of Cheshire and Worcestershire lepresented early in 
1880 that Liverpool salt had thus been placed at an 
unfair disadvantage, and that it had been driven out 
of markets formeily supphed by it ^ The latter state- 
ment is perhaps a mistake, but it is impossible to deny 
the general justice of the complaint Lord Lytton was 
very anxious at the commencement of 1880-81 to apply 
an immediate remedy, but, pendmg further m(juiry, 
this was delayed It is impossible to defend the main- 
tenance of this differential duty, and there can be no 
doubt that the Liverpool and the Indian salt ought, in 
respect of the rate of duty, to be placed on precisely 
the same footing 

In British Burma an important refoim remains to 
be carried out Salt is now taxed at the nearly nominal 
rate of three annas per maund It has long been re- 
cognised by the most experienced local authorities that 
It would be highly desirable to abohsh the present 
objectionable capitation tax, and impose a duty on salt 
at the Indian rate A salt duty could not, while the 
population of the province remains small, produce so 
much revenue as the capitation tax, but it would re- 
place It to a considerable extent Indeed, there would 
probably be no loss at all, if the people of Upper Burma, 
who now obtain their chief supphes of salt from our 
1 See Financial Statement for 1880^81, paiagiaph 94, 
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territory, were obliged to contribute to our revenue by 
paying duty on the salt which they consume ‘ I do not 
see,’ Sir 0 Aitchison, the Chief Commissioner, wrote 
in 1878, ‘any objection to the enhancement of the salt 
duty in BtLrma The ordmary objection to a tax on 
necessaries, as lowering the condition of the labouring 
classes, hardly apphes to the present circumstances of 
the country The standard of comfort of the labouring 
class IS higher than m other Indian provmces The 
rate of wages is very considerably higher, while the 
staple food of the working classes is not correspondingly 
dear From certain calculations I have made of the 
relation of wages to the price of various staple articles 
of food, I estimate that, roughly speakang, a labouring 
man m Burma is twice as well off as his fellows in the 
North-Western Provmces, the Central Provmces, or the 
Punjab , he gets far more from his labour, and does not 
pay very much more for his food ’ 

No such enhancement of the salt duties is at the 
present time possible, because the British Government 
IS obhged, by its treaty engagements, to supply salt to 
Upper Burma at the rate of 1 per cent ad oalorem, or 
about one-half pie, or a small fraction of a farthing, per 
maund Upper Buima is almost entirely dependent on 
us for its salt supply, and, while the treaties remain in" 
force, we could not largely inci ease the duty in our own 
territories without the ceitainty that our attempts to 
raise a higher revenue would be, to a great extent 
frustrated by smuggling from Upper Burma It is to be 
hoped that a revision of the treaties may before long 
remove this obstacle to an important fiscal reform, and 
meanwhile the subject ought to be kept in view by 
the Government 

Before leavmg the subject of Salt, it must Jbe ob- 
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served that one great improvement still remains to be 
earned ont The salt department throughout India 
ought undoubtedly to be administered by the Supreme 
Government, and not by the Local Governments as is 
now the case m the greatei part of India The evils of 
divided management are strongly felt Theie are, of 
course, some most important functions which the Local 
Governments can alone exercise , they alone can judge 
how far it is wise and nght to enforce the salt laws 
in their absolute rigour, they alone can take care 
that the operation of the tax does not become oppres- 
sive, and they alone can suggest efficient measures 
for mitigatmg its seventy by the improvement of the 
communications, by the encouragement of local manu- 
fecture, or other means of a local kind But, without 
depnvmg the Local Governments of their jurisdiction, 
or exempting them from their obligations m such 
matters, justice to the taxpayers throughout India 
requires that the salt tax should be in the Twam regu- 
lated and admmistered by the Central Government 
The Salt Department is already admimstered directly 
by the Government of India m the North-Western and 
Central Provmces, Oudh, and the Punjab, and in Cfen- 
tral India and Eajputana, and with most satisfactory 
r^ults Confficts between the Local Governments and 
the Salt Department or the Central Government are 
unknown It would be most desirable to apply the same 
procedure to the rest of India, and thus to utilise for 
the general advantage the experience gathered in various 
parts of the country Another reason for making the 
admmistration of the salt revenue impenal is the fact 
that the revenue brought to account in each province 
IS not the duty levied upon the consumption of salt 
within the province Bombay supplies salt to Madras, 
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Bengal, the Central Provinces, and the Fative States of 
Central India Madras salt goes to Mysore and Hyder- 
abad, as well as to the Central Provinces The Imperial 
Grovernment can alone admmister the salt revenue with 
a view to 4he mterests of those provmces where the 
salt IS consumed as weU as of those where it is pro- 
duced Difficulties and disputes have not unfrequently 
arisen from the contention of these mterests 

The fact that the inland customs hne was used, 
until the year 1878, for the purpose of levying duties 
on Sugar as well as on Salt, has been already referred to , 
and the abohtion of these duties, which were more 
than once characterised as ‘ the most discreditable rehc 
of the dark ages of taxation that exists in India,’ must 
be mentioned among the usefiil measures of Lord 
Lytton’s administration The followmg description of 
them, and of the considerations which led to their ex- 
tinction, IS taken from Sir John Strachey’s Fmancial 
Statement for 1877—78 — 

‘ I have alluded to the duties levied on sugar exported across 
the inland customs hne These are one rupee per maund on 
refined sugar, and six annas per maund on unrefined sugar, or 
saccharine produce Except where the hne runs along the left 
hanh of the Indus, exports across it are taken to Native States , 
but, when it passes the Indus, the sugar is merely taken from 
one part of British territory to another This sugar is all the 
produce of our own people in the North-Western Provinces, 
Oudh, and the Punjab , it is one of the most important agncul- 
tural staples of those provinces , audit is important not only to 
agncultunsts and manufacturers and consmners, but directly 
to the Government, which looks greatly to sugar cultivation 
for its irrigation revenue 

‘ While we are taxing heavily our own sugar grown on the 
east of the customs Ime for the supply of the country beyond 
it, we admit into the same coimtry the Mauntius sugar, which 
is imported largely to Bombay, taxed at a much lower rate It 
IS calculated that the inland customs duty is equivalent to 10 
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per cent on the value , but the incidence of the duly varies 
considerably, particularly on refined sugar In the cheaper 
\rx-nAn the duty is equivalent to more than 20 per cent on its 
value The sea import duty on Mauritius sugar is 5 per cent 
ad, valorem I do not assert that there is, at |)resent, any 
great competition between the sugar of the upper provmces 
of this presidency and foreign sugar , but as far as competi- 
tion exists, the inland custotos duty acts as a protective 
duty in favour of foreign and agamst our own sugar , to this 
extent tHe duty must fall on the producer within the customs 
hne The competition wiU be moie apparent and severe when 
the connection of the Eajputana State Eailway with the Bombay 
and Barodahne is completed 

‘ Little or no sugar is grown in Eajputana or Central India , 
and the increase of price caused by the inland customs hne must 
tend to dimmish consumption, and so, still further, to injure the 
producer It is impossible to estimate the injury to the people 
and to the Government caused by placmg artificial obstructions 
on the export of one of the great agricultural staples of the 
country , and such obstructions obvioudy affect not only the 
export but the impoit trade as well The Government of India 
has repeatedly urged upon Native States the pohcy of abolishing 
their transit duties, but it is diflicult to see with what consis- 
tency we can do this, so long as we retain sugar duties They 
yield about 165,000Z a year ’ 

These duties were altogether abohshed on April 1, 
1878, with the approval of everyone who could appre- 
aate their mischievous and discreditable character 
Arguments were used in their defence, it is true, founded 
on the behef that their existence was probably unknown 
to the sugar growers in our provinces, and that they 
were virtually paid by the consumers in Eajputana 
But the Ignorance of the peasants of the North-West 
Provmces did not affect the interference of the duties 
■with the growth of sugar, nor did the mcidence of 
charge on the people of Eajputana dnmmab the real 
obstrijction they caused to the salt trade which, it was 
bO important to develop 
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Next to the land revenue the most productive head of 
revenue in India is opium, the net receipts from which 
are now httle less than 8,500,0O0Z a year The greater 
part of this sum is derived from the opium exported 
to Eastern Asia, and chiefly to Ohma Less than 
200,000^^ IS obtained from opium issued to the excise 
department for consumption in India 

The revenue from opium is raised in two ways In 
Bengal a strict monopoly is maintamed by the Govern- 
ment , the poppy may not be grown and opium may 
not be prepared except for the Government . The 

B 
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CTiltivatiOD of the poppy is voluntarily carried on in 
certain districts, under a system of advances, witliout 
mterference m details, nor is any pressure exercised 
for Its promotion Its extent depends cluefly on the 
mcrease or decrease of the price offered hy the Govern- 
ment for the produce, the rate bemg regulated so as to 
secure the quantity required for manufacture The 
crude opium thus obtained is carefully prepared at the 
Government factories, sent to Calcutta, and sold there 
by auction without reserve to the highest bidders 
The quantity sold annually is now 56,400 chests, or 
4,700 at each of the monthly sales which take place 
regularly throughout the year The Government is 
pledged not to alter this quantity without givmg at 
least twelve months’ previous notice The difference 
between the cost price of the opium and the auction 
price constitutes the revenue from Bengal opium 

Another part of the opium revenue is raised by the 
levy of a fixed duty on all opium exported from 
Bombay T ina opium, commonly known as Mdlwa 
opium, is produced m the Native States of Central India 
The British Government has no concern with either the 
cultivation of the poppy or with the preparation or 
transport of the drug , it exercises no control over the 
quantity exported, otherwise than by the levy of the 
duty on every chest of opium before its expc^ from 
Bombay is allowed The present rate of duty is 
700 per chest The average quantity annually exported 
IS now about 45,000 chests 

Thus, rather more than half the total quantity of 
the opium exported from India is derived from the 
Government monopoly m Bengal, and rather less than 
lialf from the produce of the Native States of Central 
India 

There is a general impression that this source of 
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revenue is peculiarly uncertain, that its fluctuations have 
been extremely great, and that its maintenance is m a 
high degree precarious That such opimons were fifteen 
or twenty years ago to some extent justified by the 
facts cannot be demed, but there is no room to doubt 
that nearly all the serious oscillations which at that 
time took place in the opium revenue were directly 
caused by administrative mistakes, and by the absence of 
any settled pohcy on the part of the Government At 
the present time the only serious doubts in regard to the 
stabihty of the opium revenue are those suggested by 
the hostihty of influential classes m England, a hostihty 
inspired by respectable motives, but based on ignorance 
or complete misconception of the facts, though not for 
that reason less formidable 

Between 1794 and 1838, when the commercial mono- 
poly of the East India Company was abohshed, the gross 
opium revenue rose pretty steadily irom an msigmficant 
sum to more than 2,000,000/ sterling In 1839 the first 
Chmese war took place , this caused a temporary de- 
pression, which, however, was of short duration By 
1842 the revenue had recovered its position, and it went 
on steadily and constantly rising until 1855-56, when 
It amounted to 5,197,000/ During this period there 
were only two fluctuations of importance , the first m 
1847-48, when the second Chmese war reduced the 
revenue, for a single year only, by nearly 1,000,000/ , 
and the other m 1850-51, when the rebelhon m China 
led to a not very serious disturbance m the regularity 
of its progress Until 1855-56 no important branch of 
revenue could, in any country, have increased more 
steadily The supply of opium brought to sale m Ben- 
gal had been gradually increased, the number of chests 
rismg from 18,362 in 1842 to 33,561 m 1852 Durmg 
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this period the fluctuatiofis of price were small In 
1843 the pnce per chest was Es 1,345 , in 1852 it was 
Es 1,110 

After 1852 a great change came over the manage- 
ment of the opiuni department For rea§ons which 
are not apparent, the system which had worked so satis- 
factorily was abandoned , frequent vacillations of pohcy 
took its place, and then began the great fluctuations 
m the opium revenue from which came that reputation 
of precanousness which has not yet been lost, although 
under a better system it has ceased to be deserved 

In the three years followmg 1852 the sales were 
increased very rapidly, the number of chests sold in 
1855 having been 53,319, an increase of nearly 20,000 
chests in thiee years In 1856 the number was again 
dimmished to 41,492, m 1857 it was 43,903, m 1858 it 
was 32,676, m 1859 it was 27,173, m 1860 it was 
21,363 After this the number of chests sold was. raised 
agam as lapidly as it had before been reduced In 
1861 it was 21,423, m 1862 it was 29,393, m 1863 
it was 39 240, in 1864 it was 49,646, and m 1865 it was 
64,111 In 1866 it was once more suddenly reduced to 
40,000, and m 1867 raised again to 47,999 

That the violent fluctuations m the quantities sold 
dunng this period of twelve years should have been 
accompamed by equally violent fluctuations in the price 
at which the opium was sold was no more than might 
have been expected, a rise taking place as the quantity 
was reduced, and a fall as it was mcreased Thus the 
price, which had fallen to Es 737 a chest in 1855, on 
the great increase of the sales m the two preceding 
years, rose to Es 1,871 in 1861,^ with the great reduc- 

* Por three months m this yeax the pnces were Es 2,280, Es 2,470, and 
ids^ 2,687 
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tion of guantaty, and fell again to Es 956 in 1865 with 
the next great increase This time was one of constant 
and violent speculation in the export trade, caused 
almost entirely by the absence of any settled pohcy on 
the part of the Government as to the quantity offered 
for sale year by year, and the fluctuations m the opium 
revenue were, as a necessary consequence, very great 
also 

The gross revenue from Bengal opium was during 
this period as follows — 


1855-56 

:e4,172,000 

1862-63 

:fi4,813,000 

1856-57 

8,825,000 

1863-64 

5,347,000 

1857-58 

5,216,000 

1864-66 

5,256,000 

1858-59 

4,671,000 

1865-66 

6,390,000 

1859-60 

4,314,000 

1866-67 

4,948,000 1 

1860-61 

1861-62 

4.200.000 

8.914.000 

1867-68 

6,565,000 

Its amount 

directly depended on the 

price and 


the quantity of the drug brought mto the market 
The price m great measure followed the quantity, which 
depended on the extent of the crop and produce, and 
this in turn varied with the season and the area under 
cultivation The opium crop is very much influenced 
by irregularities of season, which are mcessant, while 
the area under cultivation at this time constantly 
changed, bemg regulated on no uniform system 

The true principles upon which the opium revenue 
ought to be administered were first clearly laid down by 
Sir Cecil Beadon, Lieutenant-Governor of Bengal, in a 
minute dated April 18, 1867 ‘Vacillation or uncer- 
tamty,’ he wrote, ‘ m regard to the quantity of opium 
to be provided and brought forward for sale, not only 
acts injuriously upon the market and encourages 


^ From a change xn the commencenxent of the financial year^ 1866-67 
cpahraced onljr eleven montihs ^ 
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gambling, but deprives tbe State of tbe fall profit of its 
monopoly, and causes great fiuetuation m tbe revenue 
It also deranges tbe condition of agriculture over a wide 
extent of country, and discourages tbe ryots firom 
engaging m a cultivation wbicb, tbougb more profitable 
than that of ordmary crops, they may at any tune 
be required to abandon It is not desirable that the 
area under poppy cultivation should be in excess of 
what on an average of years is found sufficient to 
produce tbe desired quantity of opium , If in 
any year tbe produce of opium exceeds tbe quantity 
which it IS thought desirable to bring forward for 
pubbc sale, tbe excess should be held as a set-off* 
agamst tbe temporary increase of expenditure involved 
m its purchase, and as a reserve agamst failure m future 
seasons , but if in any year tbe crop be a short one, and 
there is no such reserve, the quantity to be brought 
forward for sale must of necessity be limited to the 
actual supply, and, though there may be some savmg m 
the expenditure of the year, the net revenue mcnl^^iier 
dechne or be mamtamed only by such an mGre^q 
on the seUing price as wiU stimulate competition from 
abroad Unfortunately the vicissitudes of season are 
so great, and the crop so precarious, that it is impossible 
to estimate beforehand, within a range of several thou- 
sand chests, what the actual produce of a given area- 
wiU be , but though the yield under the most favourable 
circumstances cannot exceed a certam hmit, it may, 
under very unfavourable circumstances, such as a pro- 
longed drought or the prevalence of hail-storms durmg 
the bnef gathering season, be reduced almost to nothmg ’ 
Sir Cecil Beadon showed that the quantity of opium 
brought to market ought to vary very httle from year 
to year, and that with the maintenance of a permanent 
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reserve, from whicli the deficiencies of bad seasons 
would be supphed, the regulation of this quantity could 
always be secuied He showed that the quantity sold 
ought to be determined by the price obtained, and that 
the price t© be aimed at was one that should neither 
provoke the competition of foreign countries in the 
Chinese market, nor stimulate the production of opium 
in Chma itself His conclusion, based on all available 
facts, was that Es 1,200 per chest might be looked on 
as a safe average price, but that anything much above , 
this was dangerous to the revenue He considered that 
at the time he wrote, in 1867, not less than 48,000 
chests should be brought to sale annually, and that when 
a sufficient leseive stock had been accumulated this 
quantity ought to be gradually and cautiously increased 
Thus, he beheved, the stabfiity and steady progress of 
the opium revenue would be insured The wise pohcy 
recommended by Sir Cecil Beadon was accepted by the 
Grovemment of India in 1867, and it has been acted 
upon ever since Owing, howevei, to bad seasons, it 
was a long time before the necessary reserve stock 
could be collected, and it was not until 1875-76 that 
full effect could be given to the new system Its mtro- 
duction was completed by the notification of March 8, 
1879, when the Government abandoned the system of 
varymg yearly quantities, and announced that a certain 
fixed amount would be brought to sale every month, 
and that this amount would not be altered without due 
notice 

This pohcy has been highly successful, and there 
can be no doubt that the great and constant mcrease of 
the opium revenue for some years past has been to a 
large degree due to the steadiness of the supply brought 
jpto the market, which the accumulation of a reserve 
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stock has rendered possible, and to tbe consequent com- 
parative steadiness of price and diminution of miscbievous 
speculation in tbe trade Tbe Government, m tbis 
respect, now acts on tbe prmciples wbicb are um- 
versally observed in tbe supply of agricultural produce 
by prudent traders A wine merchant, for mstance, 
would find it impossible to carry on bis business if be 
acted on tbe plan formerly followed by tbe opium 
department m India, and neglected to keep m store a 
. stock sufficient to guard bim agamst tbe accidents of 
season 

Tbe foiegomg observations refer exclusively to tbe 
Bengal opium revenue Tbe Bombay portion of tbe 
revenue bas been much more stable Tbe quantity 
exported bas not vaned greatly or suddenly from year 
to year, while a fairly gradual increase has taken place 
Nor have Bombay pnces been subject to violent change, 
though they have been perceptibly affected by great 
fluctuations m tbe Bengal market, and have thus acted 
on tbe export trade, and therefore on tbe revenue Tbe 
uncertamties of tbe gross revenue receipts directly du® 
to tbe want of method m tbe Bengal admimstration 
durmg past years, have m this manner been not a bttle 
mcreased 

Whatever may have been the case before tbe 
present system was established, it is a complete CTtror 
to suppose that tbe opium revenue has at tbe present 
time any special character of uncertainty , on the con- 
trary, durmg tbe last twelve years there has been no 
branch of tbe revenue which bas been generally more 
steady, and durmg tbe last five years its growth bas 
been rapid 

Tbe gross and net opium revenue in each year smc© 
1869-7Q have been, accordmg to the pubbsbed 
counts,’ as follows — 
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1869-70 

Gross 

1^7,953,098 

Net 

£”6,132,387 

1870-71 

8,046,459 

6,031,034 

1871-72 

9,263,859 

7,657,187 

1872-73 

8,684,691 

6,870,415 

1878-74 

8,324,879 

6,323,395 

1874-76 % 

8,656,629 

6,214,782 

1875-76 

8,471,425 

6,262,026 

1876-77 

9,122,460 

6,280,781 

1877-78 

9,182,722 

6,521,337 

1878-79 

9,399,401 

7,669,032 

1879-80 

10,319,162 

8,249,808 

1880-81 

10,498,000 

8,466,000 


These figures show that the net revenue presents 
rather larger fluctuations than the gross, but that the 
progress of the revenue receipts has been in reality con- 
tinuous and steady notwithstanding these fluctuations 

The fact is often not duly appreciated that the 
fluctuations which, fiom tune to time, are seen in the 
account of the net opium revenue are caused to a very 
great extent, not by fluctuations m the Chmese demand 
or in the price obtamed, but by the greater or smaller 
out-turn of the crop, and the consequent variations in 
the expense of gathering it , that is to say, that they 
are often not due to fluctuations in the income, but in 
the charges upon it 

The greater part of the expenditure is due to the 
cost of purchasmg and manufacturing the opium m 
Bengal But (as was explained in Chapter V ) the 
actual expenditure in each year does not depend on 
and has no direct relation to the quantity of opium sold 
m that year Advances on account of the crop are 
first made m August or September, when preparations 
for the sowings commence, and these advances are con- 
tmued, from time to time, until all the opium is de- 
hvered, weighed, and taken over by the Government 
Opium Agent, that is, until May or June It is evident 
that the expenditure must vary with the extent of the 
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crop, and since tiie year of cultivation is not conter- 
minous witli the financial year, the expenditure incurred 
m the financial year is on account of two crops, the 
chief part of the expenditure on the crop actually sold 
in any financial year wfil have been mcur/ed in the 
previous financial year, and the actual expenditure in 
the finanaal year chiefly depends on the character of 
the season commencing six months after the estimate is 
framed The quantity of a crop depends entirely on 
the season, and the seasons are very variable For 
instance, m 1876-76 and 1876-77 the seasons were 
favourable, and the amount of opium produced in each 
of these two years was about 72,000 chests, while m 
1877—78, there was a poor crop, from winch only 47,700 
chests were manufactured These facts were reflected 
m the expenditure mcurred, which was 2,841,647/ m 
1876-77, 2,661,266/ m 1877-78, and only 1,698,730/ 
m 1878-79 The result of these variations is seen in 
the recorded net revenue of the three years, which was 
as follows — 

187e-77 ;e6,280,781 

1877- 78 6,621,387 

1878- 79 7,699,082 

It might be supposed fiom these figures that there 
had been m the last year a great and sudden increase 
in the demand for opium, but m reahty there wns no 
mcrease or fluctuation at all The high net revenue 
of 1878-79 was due to the shortness of the crop and 
the consequent dimimshed expendituie, while the net 
revenue of 1876-77 and 1877-78 was greatly reduced 
by the bumper crops of the years next preceding 

If we adjust the expenditure to the real cost of the 
opium sold durmg the three years, we find that the real 
net revenue remained steady, as follows ■ 
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1876- 77 ifi7,069,533 

1877- 78 7,208^20 

1878- 79 7,276,610 

It was before stated (as was explained in Chapter V ) 
that durmg^the last twelve years we have paid l,105j299Z 
more than the actual cost of the opium sold, and that 
this sum IS represented by the reserve stock of Bengal 
opium actually existing at the end of 1880-81 Unless 
these facts are properly appreciated, it is not possible to 
understand the real position of the opium revenue, nor 
can any comparison be made between the amounts yielded 
m different years Settmg off each year the actual cost 
of the opium sold against the amount received from 
the sale, the real net revenue for each of the last twelve 
years has been as follows — 


1869-70 

:e6,170,484 

1875-76 

6,496,450 

1870-71 

6,117,919 

1876-77 

7,069,533 

1871-72 

7,161,438 

6,829,226 

1877-78 

7,208,820 

1872-73 

1878-79 

7,276,610 

1873-74 

6,468,395 

1879-80 

7,981,682 

1874-76 

6,583,164 

1880-81 . 

8,409,763 


Uomg further back, and takmg the figures as they 
appear m the pubhshed accounts, the progress of the 
net revenue durmg the last twenty years has been as 
follows — 


1861-62 to 1866-66 
1866-671 „ 1870-71 
1871-72 „ 1876-76 
1876-77 „ 1880-81 


Total net revenue 

:e27,261,241 

31,668,832 

33,317,806 

37,188,958 


Annual average 

£6,460,248 

6,333,767 

6,663,661 

7,437,792 


There has thus been a constant mcrease m the net 
revenue from opium, and the aimual net receipts are 
now nearly 2,000,000Z more than they were twenty 
years ago In the last three years the mcrease has 

^ In this year there were only eleven months, which reduces the annual 
average for the flye years by about 10O|Q00^* 
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been very marked , no reason is apparent wby it, should 
not be mamtamed 

These facts conclusively show that the opinion fre- 
quently expressed as to the instabihty and precarious 
character of the opium revenue is, so far at least as the 
present time is concerned, completely mcorrect, and 
that no branch of the revenue has shown a more steady 
development They show also that there has been no 
reason for the practice constantly followed for many 
years past, and constantly urged upon the Government 
of India by successive Secretaries of State, of greatly 
under-estimatmg the opium revenue in making the 
financial arrangements of the year This practice has 
been the consequence of the mistaken ideas that have 
prevailed m regard to the mstabihty of this branch of 
revenue, and those ideas have been encouraged by the 
constant divergences between the estimates and the 
actual receipts from o pium, are the necessary 
consequence of dehberate und^J^Msagles There is 
no single year since 1870-71 m whiM the opium 
estimate has not proved greatly too low The deficiency 
m the estimate has never been less tha«,270,000; , and. 
its average amount in the last twelve years has been 
941,000? In the Budget estimates foi 1881-82, lately, 
published, the net opium revenue is estimated, in ac- 
cordance with the Secretary of State’s orders, at 
6,500,000? This is less than the average revenue of 
ten years ago , it is 1,500,000? les| than will probably 
be reahsed, and at least 1,000,000? \ below what would 
have been an estimate of moderation and caution 
There is no justification for contmuing this practice 

Bven if it be admitted that there is real cause fox 
doubtmg whether the opium revenue will be perma- 
pentij^ maintained on its present scaje of productivepesi^ 
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it cannot for a moment lie asserted that any danger 
exists of its immediate and sudden collapse, and deli- 
berately to nnder-estimate it is as great a mistake as 
deliberately to nnder-estimate any other branch of the 
revenue it is, of course, impossible to speak with 
equal confidence of the future, but the Indian opium 
revenue runs, in my own opinion, one serious nsk only, 
and this arises, not from any action hkely to be taken 
in China, but from the weU-meamng but misinformed 
prejudices of those people in England who beheve it 
to be morally wrong that the Government should derive 
a large part of its income from such a source 

It IS proved to demonstration that although excess 
in opium, so far as the effect on the mdividual consumer 
IS concerned, is as bad as excess m alcohol, for it can- 
not be worse, opium is to the immense majority of the 
Chmese, who use it m moderation, as harmless as any 
other of the stimulants which enter largely mto the 
consumption of the world Excess in opium-smoking 
IS less common in China than excess in drinking m 
Great Britain, and, however rmnous it may be to the 
mdividual, it is much less injurious to his neighbours 
It destroys his health, but it does not lead to violence 
and to crime, and it seems certam that the consumption 
of opium m China is infimtely and beyond all com- 
parison less productive of evil than the consumption of 
alcohohc drinks in our own country So long as the 
prmciple of repression by the State in these matters 
IS not accepted for our own countrymen, Enghshmen 
should surely hesitate before they proceed to apply it 
arbitrarily to others 

Opium, hke all other stimulants, is mischievous 
when taken in excess, and harmless or beneficial when 
taken, as it ordinarily is, m moderation Eviderice can 
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be produced to any extent on botb sides of this question, 
but it IS not proposed to quote it One fact, however, 
must be noticed which has an important bearing on the 
subject, because it has received httle attention in the 
discussions regardmg the results to which the moderate 
consumption of opium leads 

There has practically been very httle restriction, 
either under the Native Governments or under our 
own, on the cultivation of the poppy m the Punjab, and 
there has always been a very large consumption of 
opium m the province, especially among the Sikhs, who 
are prevented by rel^ous prejudices from smokmg 
tobacco The opium is chiefly consumed m the form 
of a decoction of the poppy heads called Bs use, 
although general among the Sikhs, has never bto 
asserted by any competent authority to be mjurious ; 
the people who use it are physically the first race in 
India, and it would be diffic^t to j&nd 'finer-looking 
men m any part of the world ‘ It is the abuse,’ wrote 
the Pinancial Commissioner of the Punjab, ‘ not the use 
of the products of nature that deserves the conddrtti^- 
tion of the morahst Prom the poppy is extracted'! 
valuable sedative, largely used by the Sikh nation, than 
whom there is not a people of Lidia of finer physical 
development, of more manly character, more excellent 
health, or more prolonged hfe ’ The same may be said, 
with httle exaggeration, of the Chmese 

The common notion that Ohma mainly depends on 
India for her supply of opium, and that if Indian opium 
ceased to be imported the Chmese would cease to con- 
sume the drug, is a complete delusion India, Lord 
Mayo observed, possesses conditions of soil and chmate 
which give her the monopoly of opium of the highest 
cochek^ She is m this respect situated as Prance is in 
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respect of wmes The superiority of her produce 
enables it to defy competition in the Chinese market, 
but the Chinese would no more give up the consumption 
of opium if the Indian supply were to fad, than the 
people of Prance would cease to drink wme if the rare 
vintages of Burgundy and Bordeaux were no longer to 
be produced Opium was largely consumed m dona 
long before the trade in Indian opium became import- 
ant, and the behef that it was the mtroduction of large 
quantities of opium from India which led to the general 
use of the drug m Chma is altogether without truth. 
The richer classes m all parts of Chma, and more par- 
ticularly in the maritime provinces, consume Indian 
opium, but the bulk of the opium-smokmg popula- 
tion has always been dependent on the supphes pro- 
duced at home If everything that is said regardmg 
the demoralisation of the Chinese by opium were true, 
instead of bemg, as it is, without foundation, the fact 
would remain that the total abandonment of the Indian 
opium revenue would confer no benefit upon Chma, for 
the consumption of opium would remain, for all practi- 
cal purposes, as great and general as before 

Nor IS there any solid foundation for the common 
behef that the Chmese G-ovemment is anxious to pro- 
hibit and discourage the cultivation and consumption of 
opium It IS doubtful whether at any time any serious 
objection was felt to it by the Chinese authorities on 
moral grounds, although these were often urged, as a 
matter of expediency, m their controversies with the 
British Government It is historically false, although 
frequently asserted, that we have made war with Chma 
with the object of forcmg our opium upon her agamst 
her wiU, and m spite of her protests that the opium 
trade was demoralising her people The first -Ohinese 
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war was caused by tbe desire of tbe Chinese Govpnment 
to prevent the exportation of silver, which was beheved 
to be unpovenshing the country The second war had 
nothing to do with opium But, whatever may have 
been the case m former tunes, it is certain Aat there is 
now no wish on the part of the Chmese Government to 
put a stop to the trade It obtains a large revenue 
from duties on Indian opium, and as this goes directly 
mto the central treasury at Pefan, it is one of the most 
certain and highly-pnzed sources of the State mcome 
It IS far more difficult for the Central Government to 
get the benefit of the taxes levied by the provincial 
authorities on the home cultivation of the poppy The 
Chmese Government sees that the Government of India 
derives an immense revenue from the opium exported 
to China, and it is naturally and not unreasonably 
anxious to obtam for itself a larger share of profit 
This, and not the prohibition of the trade, is what it is 
really aimmg at, and it would be right and pohtic for 
our Government to consider m a hberal 
posals brought forward with this object, the^i^pl^QU 
of which would not seriously mjure Indian mterests 

A very significant statement of the views of the ' 
Chmese Government was made by the ministers m 
January 1881 to Sir Thomas Wade, and quoted by the 
Marquis of Hartmgton m his speech on April 29 m the 
House of Commons ‘I went,’ Sir Thomas Wade re- 
ports, ‘ on the 16th to speak of various matters Pour 
mmisters received me Advertmg to opium, I observed 
that the authorities m some places were taxmg opium, 
native and foreign, m others they were trying to m- 
crease both sale and consumption of both Without at 
all denymg the nght of the Chmese GoverUment to do 
as it chose, I said I should wish to know which course 
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the Goyermnent approved They said the question 
•was embarrassing The Chinese Government would be 
glad to stop opium smoking altogether, but the habit 
was too confirmed to be stopped by official intervention 
No idea of* abohshmg the trade at present was m the 
mmd of the Government Alluding to the desire of 
well-disposed people at home to see England with- 
draw from the trade, I asked if it would be of any use 
to dimmish yearly the exports from India They said, 
so long as the habit exists, opium will be procured either 
from India or elsewhere Any serious attempt to check 
the evil must originate with the people themselves ’ 

The conditions under which opium is produced and 
consumed m Chma, and the results of the mtroduction 
of Indian opium, have lately been described by a writer 
who IS e'vidently well acquamted •mth all the facts, and 
possesses the great advantage of knowledge acquired 
on the spot , and his accounts are so fuU and to the point 
that it wiU be useful to quote them here — 

‘ The British public is told that England taught Chma to 
smoke opium, and thereafter msisted upon supplying her with 
the drug at a handsome profit to the G-ovemment of India, at 
first whether the Chinese Government would or not, and latterly 
by virtue of a tanff rule legalising its importation attached to 
the Treaty of Tientsin, which was extorted from the terrified 
Chinese commissioners by force of arms , that Lord Elgm, in 
extorting the permission through his secretaries* was simply 
carrying out the brutal and bullying pobcy of the English 
Government of the day, whose servant he was, but that the 
pobcy itself was to him distasteful and to the Chinese plempo- 
tentianes odious, that the production and consumption of 
opium by its subjects have always been abhorred by the 
Chinese Government, and that they have shown this by their 
persistent and consistent efforts, at all times and in all pro- 
vinces, to root up the poppy crops , that, deeply sensible of the 
evils which opium-smoking entails on the country, the;j have 
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ever been vigilant to imnunise the mischief by lifaitmg the 
consumption to the amount of the Indian drug imported , that 
the whole policy and the only pohcy of the Chinese Government 
with regard to native opium has been and is one of hostility, 
prohibition, and punishment , that these efforts are rendered 
futile and this pohcy is paralysed by the increased importation 
of the Indian drug , and that, in sum, Christian England, turn- 
ing a deaf ear ahke to the prayers of the Chinese Government 
and the groans of the people, is directly responsible for the 
slow poisonmg of heathen China 

‘ Now the instincts of an ordinary Enghshman, whether with 
regard to his fanuly, his country, or the world generally, are in 
the main those of the hmm 'pa^ierfcm/bhas of the Eoman Law, 
and an accusation of this kind brought against his country, es- 
pecially when reiterated with all the fervour of rehgion and the 
vehemence of burmng truth, will certainly arrest his attention 
Neither the fervour nor the vehemence has of late been want- 
mg Thov proceedings of the society whose gospel I have just 
given are rapidly reaching the stage of orgamsed agitation, and 
as public opimon m England, given the imtial impetus, forms 
and shapes itself with dangerous rapidity, this question of the 
Indian opium revenue may come prommently before Parliament 


and the country at any time To help my countrymen to 
decide whether we ^ as the 

anti-opium society say we 

oolMe cato broad ^ reg^e. I hare beoo at ^ 

produdion L cor. 
^ the of whoh «11 tend to 

fv w f " V ocnmon »en,e 

it IS in the West, in the comparatively 

rrestof the noth meridian, t hat it is most „..i 

part, of Weatem Hn Pei ‘‘f f 

universal , there are few adu^^li^y.,. .» la s<Mjae 

take an occasional whiff, and streets 

Tillages reek with opium fames practice is^the^i.^[°^gftP** 

in in the most open manner, andlBh^^e stigma or dy^race 
attaches to it than to smokmg Mr Watfer^ Her 

Majesty’s Consul at Ichang, made careni^nqmnes last year 
into the ongin of the practice, and he found that it had been 
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mdulge(i in for several hundred years, long before either the 
present reigning dynasty or foreign merchants and their opium 
were ever dreamt of The custom, generations ago, passed into 
the family sacra, and at funerals in the West of China, among 
other gifts v^ich are transmitted into the next world, by burn- 
ing paper fao-similes of them in this, for the solace of the 
departed, is a complete set of opium-smoking requisites — ^pipe, 
lamp, needle, &c By the people themselves the habit, so far 
from bemg regarded as a curse, is looked on as s^^2c quoL non 
for a Chinaman who wishes to make the best of both worlds 
The whole of the opium consumed m the West is locally pro- 
duced, and Indian opium does not come higher up the Yangtsze 
than the distnets contiguous to the port of Hankow, nor is it 
imported by any "Channel into Western Hu Pei, Szechuen, or 
the other provinces of the West Above and beyond the enor- 
mous quantity there grown for local use there is a large trade 
in the drug, mostly contraband, from West to East Indian 
opium IS consumed in the provinces adjacent to the treaty ports, 
and, being an expensive article as compared with native opium, 
is mostly smoked by the well-to-do classes The common 
people m these provinces smoke the native drug, which is either 
grown on the borders of Ehang Su and Ho Nan or is smuggled 
overland from the West All Western China, therefore, and 
the lower classes in Eastern China smoke native-grown opium, 
and it is most important for Enghsh people who are asked at 
meetings to say whether they think Indian opium is forced by 
our Grovemment on the Chinese or not to know to what extent 
and under what oflftcial conditions the production of native opium 
IS carried on 

^ Eegarding the opium districts of Eastern China — ^that is, 
the borderland of Chih Li, Ho Nan, Shantung, and Kiang Su — 
I have no personal knowledge But with the West, and 
especially the section of it I have mentioned as the centre both 
of consumption and production of the native drug, I have not 
only had some>acquaintance myself, but I have lately been able 
to avail myself of the experience of the two Enghshmen who 
have had the best opportunities and means of procuring infor- 
mation regarding the native opium of the West — ^Mr Colborne 
Baber, who was for four years Consular Agent m Szechuen 
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watolung the txade there, and Mr Watters, who was oua: Consul 
at lehang, the port of Western Szechuen, until the other day 
I cam, therefore, speak with authority and confidence The 
production of opium in Szechuen has been exceedingly under- 
estimated hitherto Mr Davenport gives it as 59,000 chests 
for 1878, basing his estimate probably on Chinese official infor- 
mation But all such statistical information on this point is 
misleading I have been assured by officials both of Szechuen 
and Kweichow that for every (133 lbs ) of opium returned 
to the Grovernment, 2^ to 3 piculs are produced and sold con- 
traband Mr Baber, livmg and travelling among the Szechuen 
people, has been able to hear and see for himself, and he has 
obtained ample evidence that the production of Chinese opium 
in this one province is greater than the wKole Indian crop, 
Malwa, Patna, and Benares put togethi^r Of the amount pro- 
duced in the ball country of Hu Pei, Mr Watters has not been 
able to give me any figures, but he says that in Ichang alone 
there is an opium restaurant to every thirteen inhabitants, 
where nothing is consumed except the native drug, produced, in 
one or other of the four western provinces, and that in the out- 
lying parts of the two adjacent prefectures the officials a dmi t of 
a production, on which they receive revenue, of 2,000 piculs 
All over Western China the conditions of poppy culture, as far 
as the officials are concerned, are those of perfect freedom, and 
even open encouragement All the grower has to think of is 
his profit Opium is a morensky crop than cereals, but it p^s 
seven times as well If he chooses to run the nsk of a failm^^ 
in the crop, or of inability to buy rice with the money he gets 
for his opium, he is at Liberty to grow opium if he likes In 
ordinary circumstances a poppy crop subjects the grower to no 
interference on the part of his officials beyond paying the cus- 
tomary taxes and in many districts where opium in manu- 
facture or transit is the sole source of revenue its culture is 
encouraged 

^ There is one nsk, however, which the native grower of the 
poppy must take into account, although it is a small one, and 
that is the risk of destruction of hit crop by an official in some 
part of whose junsdiction there may be a famine When 
oereals %1 in China the places which have, cannot come to the 
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relief of those which have notj and neither money nor opium 
can he exchanged for bread, owing to the defective means of 
inter-eommunication in the country It is customary in such 
circumstances to order the rootmg up of the poppy crop, and 
the orders are carried out in proportion to the sincerity and 
energy of the official But as soon as the time of scarcity is 
past the poppy is allowed to bloom over the land again, and the 
reforming official, whose thorough-going patriotism has in the 
meantime been reported to and dilated on by the ^nti-opium 
society, reaps the usual reward m an enhanced revenue Pro* 
clamations against the culture of the poppy, whether emanating 
from high or low officials, the grower may at all times disregard 
or ^ contract ’ himself out of by valuable consideration in the 
shape of bribes During the past twelve years I can only recol- 
lect one case where a crusade against the poppy was carried on 
by an honest and a determined reformer with a single eye to the 
good of his country, and being honest and determined he was 
thoroughly successful, as a local official in China must be m any 
legitimate scheme of local government he may choose to enforce 
with energy 

^ Eegarding the effect of opium on the Chinese nation, there 
IS by no means a consensus of opinion that it is thoroughly bad 
That it enslaves, enfeebles, and may kill all who take it in ex- 
cess IS incontestable That it impoverishes all except the well- 
to-do IS equally incontestable But there are two things that 
may be said in favour of it As it is a pleasure, or a vice, which 
it is quite possible to enjoy moderately, the vast majority of 
smokers take their opium as most Scotchmen do then whisky — 
in moderation , and a Chinaman stupefied is a much less terrible 
person than a Scotchman drunk 

^ Be this as it may, so long as the Chinese do not interfere 
with the production of opium within their own borders in any 
manner which can be considered either genuine in purpose or 
effective in deed, the question of the supply by India to China 
of opium hardly comes within the domain of practical pohtics 
So long as the Chmese not only allow the free cultivation of the 
poppy by their people, whether in the west or the east of China, 
but regard native-grown opium as a valuable and legitimate 
source of revenue, the cry that England is forcing opium on 
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China is unfair and untrue, and statements such as that made by a 
now responsible member of the present Government, that ^ the 
opium traffic gravely imperils our friendly relations with the 
Chinese Empire,’ are unmeaning The present attitude of the 
central and provincial Governments of China regarding native 
opium, as judged by their acts and forbearances, not their words, 
and the present state of poppy cultivation in Western China, 
must be taken into account by anyone who wishes to decide for 
himself the question which the Society for the Suppression of 
the Opium Trade is placing before the country, and the society 
itself, in not fully informing itself of either one or the other, 
seems to be basing its case more on the sands of prejudice than 
on the rocks of truth ’ 

In a subsequent communication the same writer 
makes the following statements — 

^ AU over the west of China, in the provinces of Szechuen, 
Kweichow, and South-Western Hu Pei, opium cultivation is 
everywhere tolerated, and in most places encouraged by the 
provincial officials The production there is not only sufficient 
for the entire consumption of a population among whom the 
habit of opium-smokmg is universal and who have never even 
heard of Indian opium, but is leaving a yearly increasing surplus 
for the supply of the east Although this is mostly earned 
from west to east in a contraband manner, the quantity sent is 
enormous and is driving out the Indian drug in the inland 
cities of this and the neighbouring provinces Two travellers, 
missionanes belonging to the China Inland Mission, have re- 
cently arrived from Bhamo, on the upper Irrawady They re- 
port the province of Yunnan to be rapidly recovenng from its 
state of waste and desolation, and the universal form of the 
new cultivation to be a winter crop of opium In February 
last the province was ablaze with poppies The fact is that 
the supply of opium from India is a small part of the total con- 
sumption of this country , it is mainly obtained from her own 
fields, and the cultivation of and trade in the drug are partici- 
pated in by the Government of the country, in the west at 
least, in the most open manner^ Under the circumstances, 
the language which the Government at Pekin have recently 
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adopted with regard to the modicum of the drug coming from 
India, and wlnchi they have taught their representatives abroad 
to use, and their acts in the case of the opium clause of the 
Commercial Treaty with the United States, is a hypocrisy 
which deserves a stem rebuke China, in the matter of opium, 
in reproducing her grievances of thirty years ago as the trials 
of the present, is imposing on the world While her high 
authorities at the capital pose as plaintive and helpless sufferers 
from the Indian import, her officials and people throughout the 
regions of the empire remote from foreign gaze are cultivating 
opium everywhere In these provinces the power of the 
Grovemment is even more absolute and complete than it is on 
the sea-board, and there is no excuse for a language and a 
foreign pohcy so grossly and outrageously inconsistent with the 
state of thmgs there The imposture has met with success m 
the ease of the treaty with the United States, but it is to be 
hoped that the recent accounts of travellers and foreign officials, 
of the extent of opium cultivation in the provinces which are 
still the by-ways of China, will warn ourselves and other nations 
who may be disposed to base a policy in the East on the philan- 
thropy of the West, that such philanthropy is wasted on the 
China of to-day 

A careful inquiry into the effect produced by the 
Indian opium trade on the people of China, in all the 
parts of that country within our reach, leads conse- 
quently to the conclusion that if, in deference to the 
prejudices to which allusion has been made, India is 
deprived of the revenue which she now obtains from 
opium, an act of folly and injustice wall be perpetrated 
as gross as any that has ever been inflicted by a foreign 
government on a subject nation India now possesses 
the rare fortune of obtaimng from one of her native 
products a great revenue, without the imposition of 
taxes on her own people, and we are asked to sacrifice 

^ Letters from the Shanghai Coirespondent of the TmeSj March 3X 
fmd September 28, 1881* 
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the manifest aud vital inteiests of those people, tp whose 
good we are pledged by the highest duties, in hope of 
protectmg others, against their will, from doubtful 
evils , in other words, to inflict certain mjury where we 
have the power, in pursuit of a benevolent chimera 
which must elude us Truly, to use the words of 
Condorcet, ‘ L’enthousiaste ignorant est la plus terrible 
des b^tes f^roces ’ 

For such reasons it is hardly necessary to discuss 
the validity of the arguments of those who contend 
that, m the interests of morahty, the Government of 
India should substitute an export duty as m Western 
India, for the monopoly m Bei^al, and still less to enter 
into the question whether the opium revenue ought not 
to be abandoned altogether, and the cultivation of opium 
be prohibited m our own and in the native states 

With reference, however, to the first of these ques- 
tions, it seems clear that unless the production of any 
staple on which taxation is imposed is, by some natural 
causes, absolutely hmited, a State monopoly is the most 
repressive and the severest of all fiscal restramts If, 
therefore, it were desirable freely to promote and 
develop the export of opium from India to the utmost, 
it might deserve consideration whether the interests of 
the country and of the trade would not require or 
justify the great sacrifice of direct revenue which the 
abandonment of the monopoly would, certainly m the 
first instance, and m all probabihty permanently, m- 
volve But if, in deference to feehngs which, though 
mistaken, cannot practically be ignored, it weie admitted 
not to be desirable largely to mcrease the supply of 
opium to China and other countries in Eastern Aaig^ 
then It seems indisputable that the last course to pursue 
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should be to give up the Bengal monopoly and throw 
open the trade An export duty could not possibly 
be regulated with that undeviating maximum severity 
of pressure which a monopoly secures If it is legiti- 
mate, then it IS also desirable, that we should obtain 
from opium the highest possible revenue, and this end 
can only be attamed by a monopoly K, on the other 
hand, it be true that the interests of morality are in- 
volved, then those interests and the mterests of the 
treasury comcide in demandmg the maintenance of the 
monopoly For to abandon the monopoly would be 
to sacrifice a great revenue with the probable result 
of a speedy development of the opium exports In 
either case the substitution of a monopoly of Mdlwa 
opium for the present export duty, under conditions 
suitable to the jomt interests of the British and Native 
Governments, would be preferable 

As a consequence of the discussion on the Opium 
question in the House of Commons last session, the 
Secretary of State has lately mvited the attention of 
the Government of India to the general position of this 
branch of the revenue, more particularly with reference 
to the possibdity of transforming the present monopoly 
in Bengal mto a system of excise The question is not 
a new one, and until now the suggestion referred to has 
received very httle support in Iridia My own opimon 
IS decidedly adverse to entertaining it, but beyond 
what has been said on the general subject it is not 
necessary now to go 

The question of the relative fiscal advantages to 
British India of the Bengal and Mdlwa systems is one of 
great importance, and the facts on which the answer to 
the quqption depends will be explamed 
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A chest contains, everywhere, the same gross weight 
of opium — namely a fraction over 140 lbs avoirdupois 
weight This is equal to a Chinese picul (133^ lbs ), 
plus 5 per cent which is appropriated by the middle- 
men m trade perqmsites The different cheste, however, 
contain different weights of what is techmcally called 
‘ fine^ opium,’ as follows — 

lbs ayoirdupois 

A cliest of consistence 76, made at Patna contains 106 107 

A chest of Benares, consistence 70, made at Ghdzipur contains 98 1 

The ‘ consistence’ is the percentage of ‘ fine opium,’ 
excludmg all water The weight of fine opium in a 
chest of Mdlwa opium varies, because this opium is not 
prepared and packed under any responsible supervision 
or upon any uniform system , but the fixed rate of duty 
favours a high consistence, and it is usually assumed 
that Mdlwa opium contains from 90 to 95 per cent of 
fine opium At the lower of these two consistencies, 
a chest contains 126 128 lbs In other words, a chest 
of Behdr opium contains, at most, 83, and a chest of 
Benares opium, at most, 78, of the contents of a chest 
of Mdlwa opium 

Thus, in order that the three kmds of opium might 
contribute, equally, to the British Indian Treasury, it 
would be necessary that, for every Bs 100 of duty 
levied on a chest of Mdlwa opium, a profit of, at most, 
Bs 83-6-4 should be obtamed on a chest of Behdr opium, 
and a profit of, at most, Bs 77-12-5 on a chest of 
Benares opium 

The actual cost of a chest of Behdr opium, including 
a hberal allowance for interest on the capital employed, 

^ * Erne opium ’ is opium dned to powdei on a steam table at 200° Fair 
md th® weighed whilst a little warm, » e , before moisture can be reabsorbed 
ftom the atmosphere —Opmm Manual, 1876 edit , pas'as 68 and 78, 
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% 

and for all indirect charges, is Es 436, and of a chest of 
Benares opmm Es 878 ^ 

The following table shows the least duty which it 
would be necessary to levy on a chest of Mdlwa opium 
to obtain feom it a revenue as large as that derived 
from a chest of Bengal opium at various prices — 


PaiCB OB A CHEST OF 

OOBRBSFOHDIHG 
Duty on a chest op 

JL 

r~ 

■ ~ ^ 


Behar opium 

Benares opium 

H4Iwa opium 

Es 

Es 

Es 

936 

84Q 

600 

978 

879 

650 

1,019 

917 

700 

1,061 

966 

750 

1,103 

996 

800 

1,144 

1,034 

860 

1,186 

1,078 

900 

1,228 

1,112 

950 

1,269 

1,161 

1,000 

1,311 

1,190 

1,050 

1,353 

1,229 

1,100 

1,394 

1,267 

1,160 

1,436 

1,306 

1,200 

1,478 

1,345 

1,260 

1,519 

1,384 

1,300 


With these facts before us, we must remember m 
proceedmg further to consider the fiscal advantages of 
the two systems, that, apart from the direct revenue 
which reaches the treasury, the cultivation of the 
poppy, both in Behdr and m the North-Western Pro- 

^ Cost of a chest of Behar opvwm 

Es 

68 seers 2 ciittacks opium @ TS^'^cousistences^TS seers @ 

70% consistence, — @ Bs 5 a seer 365 

Cost of manufacture and packmg, interest on capital, pei> 

centage for pensions and leave allowance of officers, &c 71 

436 

Cost of a chest of Benares o^um 

68 seers 2 cluttacks @ 70% consistence, — @ Rs 4-8 a seer 807 
Miscellaneous items as l?efore 66 


373 
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Vinces, IS, notwithstanding the monopoly, very profit- 
able to the agricultural population directly engaged in 
It, and to the landholders who obtam a high rent for 
land upon which the poppy is grown This is an 
estabhshed fact, demed by no one The cultivation is 
extremely popular, and there is no doubt that it leads 
to no objectionable consumption of opium by the 
people who carry it on 

On the other hand, although we fix the export 
duty on Mdlwa opium at our discretion, we have never 
objected to the Native States in which the opium is 
produced obta mi ng revenue from this source Opium 
has always been one of the chief branches of their 
mcome It is impossible to say how much per chest is, 
on an average, thus levied , we do not know the true 
cost of the production of a chest of opium m Mdlwa , 
and the numeious Native States concerned impose 
their dues partly in the shape of mcreased revenue 
upon lands on which the poppy is cultivated, and 
partly as transit duties If it should be found possible, 
at some future tune, to substitute for tfca present 
system in Mdlwa a monopoly, the profits of 
might be divided m suitable pioportions between 
British Government and the Native States, there would 
be great advantages in the change , but there are 
serious difficulties to overcome before it could be made 

Meanwhile, it is clear that, chest for chest, the 
Bengal opium monopoly yields us much more revenue 
than the Mdlwa export duty, so that we gam largely 
upon every chest of Bengal opium which is substituted 

for Mdlwa opium This may be shown as follows 

About 45,000 chests of Mdlwa opium are now exported 
yearly, upon which we levy, at the present rate of duty 
(Es 700 a chest), 3,160, OOOZ At the rates obtained at 
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the sale, held m November, 1880, m Calcutta, the 
profits on the same quantity of Behdr opium would 
have been 5,081,400Z , and of Benares opium 5,635,800^ ^ 
Even at the much lower average prices of the whole 
year 1879-80, the profits would have been, at Behdx 
prices, 4,158, OOOZ and at Benares prices, 4,402,OOOZ^ 
These calculations mclude the recent mcrease in the 
price paid for Behdr crude opium, and all mdirect 
charges 

Sigmficant as these figures are, they do not teU the 
whole tale There is every reason to beheve that the 
taxation ofMdlwa opium by the Native States is not 
sufficient to make the whole burden upon it equal to 
that borne by Bengal opium under the monopoly To 
whatever extent the aggregate British and native duties 
on Mdlwa opium fall short of the Bengal monopoly 
profits, the Mdlwa opium must compete on unfairly 
favourable terms with Bengal opium, and the tendency 
of this competition must be to reduce the Bengal 
monopoly profits 

Accordingly, the estabhshed pohcy, in the manage- 
ment of the opium revenue, is to regard our chief 
mterest as concentrated in the Bengal monopoly, and to 
regulate our action m respect to Mdlwa opium with 

^ Tims calculated — 

46,000 chests @ 90 % consistence = 54,000 chests ® 
75 9^ = 57,867 chests @ 70 9^ consistence 

At the sale in Nov 1880 During the whole 



•I—— — 

TEAR 1879-80 

/ ■ ' ' 

Beh^r 

Benares 

Behdr Benares 

Bs 

Bs 

Bs Bs 


Average pnce of a chest 

1,377 

1347 

1,206 

1,134 

Cost pnce 

436 

373 

436 

873 

Profits 

941 

974 

770 

761 


54,000 chests x 941 =Es 5,08,14,000 and x 770 -Ks 4,15,80,000 
57,857 chests X 974 =Bs 5,63,53,000 and x 761 = Rs 4,40,29,000 
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a prunaa^ < regard to tkat interest For this reason, 
on a comparison of the prices of Mdlwa and Bengal 
opium, the duty on Mdlwa opium was raised, in July, 
1877, by Es 50 a chest, and, again, m September, 1879, 
by another Es 50 a chest The export duty on a chest 
of Mdlwa opium is now Es 725 when paid at Ajmir ^ 
and Es 700 when paid elsewhere At present Bengal 
prices, a chest of Mdlwa opium is taxed Es 429 less 
than an equal quantity of Behdx opium, and Es 552 less 
than the same quantity of Benares opium 

The high level of Bengal prices which has lately 
prevailed has been regarded as to some extent accidental, 
and to it has been attributed the dulness of the Mdlwa 
trade A further increase to the Mdlwa duty was 
therefore not proposed But, if present Bengal prices 
should be maintamed, and, especially, if the Mdlwa 
trade should revive without a simultaneous collapse of 
Bengal prices, there is no doubt that the duty on M41wa 
opium should be farther increased 

It IS difficult to lay down any pnnciple upon which 
to fix the difierence which should be allowed m favour 
of M41wa opium as a margm for Native State taxation, 
but probably it need not, under existmg conditions, be 
more than Es 250 a chest , that is to say, the duty on 
Mdlwa opium should, as a rule, exceed the present rate 
ofEs 700 m the proportion of Es 100 for eveiy Es 
83 5-4 by which the permanent average price of Behdr 
opium exceeds Es 1,228 a chest On the other hand, 
the existmg duty of Es 700 need not be reduced unless 
the average price of Behdr opium falls permanently 
below Es 1,186 a chest 

The pohcy of mamtaimng a reserve of Bengal opium, 

1 The exports from Ajmfr are magnificeuit The duly there is enhanced, 
■because wo do not wish to divert opium to Ajmir from the neighbourmff 
Native States 



RESERVE STOCK SUPPLY Aim SALES 271 

in. order to prevent fluctuations in the supply sold month 
by month, has already been described, and is not now, 
it IS hoped, hkely to be seriously questioned , but there 
IS 'Still enough speculation in the opium trade to make 
it probable* that, from time to time, pressure will be 
put upon the Government to induce it to revert to the 
plan of yearly notifications, with all its attendant in- 
convemences A deaf ear should be turned to all such 
demands The chief hope of gettmg iid of the specu- 
lative element in the trade hes in a steady pei severance 
in the system of fixed monthly sales, subject to as unfre- 
quent variations as possible 

The Government of Bengal has sometimes been dis- 
posed to favour a dangerous reduction in the amount of 
the opium reserve Such influences also should be re- 
sisted The mimmum reserve on December 31 should 
be 30,000 chests, besides the whole of the ciop last 
gathered, and a stiU larger reserve might be desirable 
The reserve on December 31, 1880, was only 25,183 
chests, and it is not yet clear that it will be possible to 
maintain permanently the present fixed monthly sales 
of 4,700 chests, experience only can decide this 

The supply of Bengal opium should certainly be 
developed to whatever extent may be found possible 
This matter has, from time to time, received much 
attention Some years ago, the Opium Agent at 
Ghdzipur was deputed to mquire whether the poppy 
could be profitably cultivated in the Punjab and Smdh 
His reports were not encouiagmg, and, according to 
present information, it seems hkely, not only that the 
production of Bengal opium cannot be much mcreased, 
but that in order to mamtain the present production, it 
may be necessary to increase the price paid to the culti- 
vators for crude opium The price was raised in 1880 
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m the Behir Agency, from Es *4-8 to Es 6 a seer of 
70 per cent consistence There should be no hesitation 
about any needful mcrease of price, as occasion arises 
The views of those who object on economical grounds 
to the extension of the cultivation of opium need not 
be discussed at length About 500,000 to 550,000 
acres of land are now cultivated with poppy in Bengal, 
on much of which a second crop is grown The poppy 
takes the place, for the most part, of garden crops, not 
of cereals The appropriation of half or three-quarters 
of the productive capacities of half a milli on of acres, 
or, say, including Mdlwa, of a million of acres or more 
to this valuable commodity, is far from being a matter 
for regret upon economic principles , on the contrary, 
tjie discovery of fresh staples, other than food crops, 
which can be profitably grown in India, a country so 
essentially dependent on its agricultural produce, is a 
constant desideratum ‘ 

It has been contended by some authorities that a 
larger net revenue would be obtamed by the sale of a 
limited supply of Indian opium at a higher pric^ tlm#, 
by the sale of a larger supply at a lower price It is 
not worth while to examme this hypothesis The 
Government of India wisely concluded, many years 
ago, ais already noticed, that its opium revenue would 
be endangered if the price of Bengal opium should 
nse, for any length of time, above Es 1,200 a chest , 
but, with all its efforts to extend the cultivation and 
discourage speculation, it has not been able to prevent 
this hunt being constantly passed It can hardly be 
conceived that the Government of India wiU ever be 
so foohsh as to restrict its opium exports otherwise than 
under necessity 

In ^conclusion, it must be urged that the re- 
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venue should be directly administered by the Govern- 
ment of India itself, and that, while the co-operation of 
the local governments should be encouraged and even 
insisted upon, these Governments should not interpose 
between thfe Government of India and the Opium Agents 
The care and abihty with which the Government of 
Bengal has discharged its duties in respect to the man- 
agement of this department is fuUy acknowledged , but 
its hands are fuU of other work, and an increasing 
proportion of the Bengal opium is produced beyond the 
limits of Bengal The interests at stake are so vast, and 
the risk of some misunderstandmg, mvolving a disturb- 
ance of established pohcy, is so considerable, that it 
cannot be doubted that the management of the opium 
revenue should be in the immediate charge of the 
Government of India, every precaution being taken to 
preserve its traditional pohcy unbroken 

Illustrations could be given of the dangers to which 
the opium revenue is exposed On one occasion, not 
very long ago, orders were actually issued for the re- 
duction of the cultivation m Bengal, which, if they had 
not been cancelled, would in aU probability have pre- 
vented the formation of the long contemplated reserve 
and the recent large increase of the revenue It is very 
desirable that, while leavmg all needful freedom to the 
Government of India as to details. Her Majesty’s Govern- 
ment should peremptorily forbid any innovation m the 
management of this depaitment without the previous 
sanction of the Secretary of State in Council The con- 
servative instmcts of the India Ofl&ce would in this case 
have a very valuable influence 
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Gtmm.A.'L BATES OE BUTT BIEOBE 1875 — ^BEBITCTIOirS MADE BY lORB ISTOETH- 
BBOOE-— PTTBIiIO OPINIOBT DST INBIA lOTIEEERENT OB UNEAtOEBABLE TO 

ibee trade— lOBB salisbtjby’s orders eob removal ^oe import 

DDTTES OK OOTTOK OOODS— DECLABATIOK OE PBIKCIPLES BY LORD 
LYTTOK’s <3tOVBBNMENT IK 1878 — SPECIAL IMPOBTAKCE OE FREE TRADE 
TO IKDIA — ^DIEEIOULTY OE EBAMIKO AK TTKOBJECTIOKABLE CDSTOMS 
TARIEE — ^REMOVAL OE IMPORT AKD EXPORT DUTIES TK 1878 AKD 1880 — 
DUTY OK RTQB ALOKE REMAIKS AMOKO EXPORTS — ^LORD SALISBURY’S 
ARGUMEKTS FOR REMOVAL OE COTTOK DUTIES — BGCS ORDERS REPEATEDLY 
COKEIRMED BY HOUSE OE COMMOKS — ^EIRST STEP TAKEK BY EXEMPTIOK 
OE GOODS WITH WHICH IKDIAK MILLS COULD COMPETE — FURTHER EX- 
EMPIIOKS IK 1879 — THEIR EFFECT — ^EKORMOUS IKCBEASB OE IMPORTS 
OE DUTY-FREE GOODS — ^LKCREASED PROSPERITY OE IKDIAK MILLS — KECES- 
SITY FOR EARLY BXTEKSIOK OE REMISSIOKS TO ALL GREY GOODS — ^AETER 
WHICH COMPLETE EXEMPTIOK SHOULD FOLLOW — REMAJKIKG CUSTOMS 
DUTIES THEK OE aMALL IMPOBTAKCE — ^ALL IKDIAK PORTS SHOULD BE 
THBOWK OPEK 

Gebat changes were made durmg the Viceroyalty of 
Lord Lytton in the customs tariff, and in the practice 
which the Government of India had previously followed 
in regard to its commercial pohcy The ments of 
those changes have been, and will be, very differently 
estimated, W no one doubts their importance They 
must produce, for good or evil, great effects on the 
commercial and manufacturmg interests of India, and 
on the financial position of the Government 

There has been much acrimonious discussion of 
these questions, and much has been said in the heat of 
controversy, which reasonable men wiU agiee had 
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better bo torgotten In order to avoid the repetition of 
such errors, it is desirable to enter as httle as possible 
into fresh argument, but rather to give a dispassionate 
account of what has been done oi proposed, and of the 
results actual or anticipated 

It IS not necessary to follow, in any detail, the history 
of the commercial legislation of India dunng the last 
ten or twenty years It has already been referred to in 
Chapter 11 Until 1860 almost everything imported or 
exported was taxed In 1860 the general rate of duty 
on imports was 10 per cent ad valorem, and on exports 
3 per cent Various changes, of which some only of the 
more important need be noticed, were subsequently 
made from time to time In 1864 the general rate of 
duty on impoits was reduced from 10 to 7^ per cent 
Between 1860 and 1867 many articles were exempted 
from export duty, and in the latter year a large 
number of minor articles were placed on the free hst 
of imports In 1871 the articles subject to export duty 
were reduced to eight in number, ^ — cotton goods, grain, 
hides, mdigo, lac, oils, seeds and spices 

In 1875 important changes in the tariff were made 
by the government of Lord Northbrook The general 
rate of duty on imports was reduced from 7^ to 5 pei 
cent , and the only articles which remained hable to ex 
port duty were rice, indigo and lac This was the state 
of things when Lord Lytton became Viceroy 

In his speech in the Legislative Council, on the 5th 
August, 1875, Lord Noithbrook gave an explanation of 
the general views which he held on the subject of cus- 
toms duties m India He in no way expressed approval 
of customs duties in themselves as a means of raismg 
revenue in In<Jia He accepted them as the lesser of 
two evils, and did not disguise his regret thait in his 
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opimon circumstances prevented him from carrying 
out thoroughly m India those principles of free trade, 
the umversal truth of which he fully recogmsed In 
this aspect of the subject there was httle or no differ- 
ence between the principles of Lord Northbrook and 
those of Lord Lytton, although there was a wide dif- 
ference m the action taken by them While Lord 
Northbrook admitted the objections to which customs 
duties were open, he considered that we could not 
afford to abandon the revenue which they yielded, and 
that as it was impossible to replace them by other taxes 
which would not be more objectionable, they must be 
retained 

These views found general acceptance m India both 
among the official and unofficial classes As a general 
rule, subject to rare exceptions, few people in India 
think much about economic questions, and pubhc 
opinion regardmg them is almost always in favour of 
the pohcy of leaving things alone, which too often is 
also the most ignorant and unenlightened pohcy This 
reproach has no special apphcabibty to India, for, ex- 
ceptmg perhaps England, there are few countries which 
do not equally deserve it Hence the practical apphca- 
tion to the Indian customs tariff of free trade prin- 
ciples might have been delayed for an mdefimte period, 
however satisfactory had been the general condition 
of our finances, had not the interests of the Enghsh 
manufacturers of cotton goods forced the matter into 
prominence 

Whether it might not be right to impose fresh taxes 
for the purpose of getting rid of the cotton duties, or 
other paits of the Indian customs tariff, if they could 
be got rid of in no other way, is a question on which 
opimon differs, but it need not now be discussed Lord 
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Salisbury, wben he was Secretary of State for India, and 
Lord Lytton as Viceroy, repeatedly declared that no 
such course would be adopted by the Government 
Nor was it suggested by those who thought it might 
have been legitimate, because they were satisfied that 
these and other necessary fiscal reforms could be carried 
out without fresh taxation This anticipation has been 
justified by the event 

Lord Sahsbury, however, was not satisfied with 
Lord Northbrook’s conclusions In a despatch dated 
May 31, 1876, he declared his conviction that the true 
interests of India, as well as the legitimate claims of 
English industry, reqimed a reconsideration of the 
matter , that the complete removal of the duties on 
cotton goods was essential as soon as the condition of 
the finances would allow, and that they could not be 
relied upon as a permanent source of revenue 

Lord Lytton was prepared to act in complete ac- 
cordance with these views, and if his Government had 
not fallen upon evil times of famine and of great 
financial disturbance caused by the depreciation of the 
value of silver, there would now be no cotton duties, 
and not many other customs duties, in India It was 
not until the beginning of 1878 that any action be- 
came possible, when an important step was taken by 
the pubhc defimtion and authoritative declaration of 
the principles, which the Government adopted and in- 
tended to carry out gradually as circumstances allowed 
This declaration was made in Sir John Strachey’s 
financial statement for 1878—79, as follows — 

‘The Government deems it right to place on record the 
principles on which its action is at the present time guided, 
and by which it desires to be guided in the future 

‘It is not necessary now to discuss the advantages to a 
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country of free trade and the disadvantages of protective 
duties It IS sufficient to say that these have been admitted 
for many years by the statesmen who, of whatever party, have 
gmded the pohcy of the United Kingdom In pursuance of the 
principles thus accepted, the tariff of the United Kingdom, 
which, less than thirty years ago, subjected to duty more than 
one thousand different articles, has been brought down by 
various stages to some half dozen, of which the only important 
ones are wine and spirits, tea and tobacco At the same time 
all export duties have been abohshed 

^The prmciples on which the customs legislation of the 
United Kingdom has been based are now admitted axioms by all 
who recognise the theoretic advantages of free trade They 
must be regarded as a part of the national policy which Great 
Britain has finally adopted, and which the Secretary of State for 
India, with the deliberate approval of the House of Commons, 
has required the Government of India in this country to carry 
out 

^ These prmciples are, as regards imports — 

‘ 1 That no duty should exist which affords protection to 
native industry , and, as a corollary, that no duty should be 
apphed to any article which can be produced at home, without 
an equivalent duty of excise on the home production , also, 
that no duty should be levied except for purely fiscal purposes 
‘ 2 That, as far as possible, the raw materials of industry 
and articles contributing to production should be exempt from 
customs taxation 

‘3 That duties should be applied only to articles which 
yield a revenue of sufficient importance to justify the inter- 
ference with trade involved by the machinery of collection 
^ As regards exports — ^that duties should be levied on those 
commodities only in which the exporting country has practi- 
cally a monopoly of production 

‘ These prmciples are of general application , but, m the case 
of India, they possess a peculiar significance India is a country 
of unbounded material resources, but her people are a poor 
people Its characteristics are great power of production, but 
almost total absence of accumulated capital On this account 
alone the prosperity of the country essentially depends on its 



NECBSSITT OF FREE TRADE TO IJTOIA 279 

being able to secure a large and favourable outlet for its surplus 
produce But there is a special feature in the econonuc con- 
ditions of India which renders this a matter of yet more 
pressing, and even of vital importance — this is the fact that 
her connection with England, and the financial results of that 
connection, compel her to send to Europe every year about 
20,000,000Z sterhng worth of her products without receiving 
in return any direct commercial eqmvalent It is this excess 
of exports over imports which, m the language of the econo- 
mists, IS described as tribute It is really the return for the 
foreign capital, in its broadest sense, which is invested m India, 
including under capital not only money, but all advantages 
which have to be paid for — such as the intelligence, strength 
and energy on which good administration and commercial 
prosperity depend From these causes the trade of India is in 
an abnormal position, preventmg her receiving, m the shape 
of imported merchandise and treasure, the full commercial 
benefit which otherwise would spring from her vast material 
resources 

^ The comparatively undeveloped condition of the trade of 
India may be illustrated by the following figures — The value 
of the imports and exports, taken together, per head of the 
population is in the United Kingdom about 201 In British 
India it IS about 10^ The customs revenue on the few articles 
now retamed in the import tariff of the United Kingdom is 
about 12s per head , while that of India, on all the articles of 
its lengthy tariff, is about 3dl , showing that small as is the 
proportion of the foreign trade of India to that of England, 
the proportion of customs revenue derived fiom it is smaller 
still 

^ Here then is a country which, both from its poverty, the 
primitive and monotonous condition of its industrial hfe, and 
the peculiar character of its political condition, seems to require 
from its Government, before all things, the most economical 
treatment of its resources, and, therefore, the greatest possible 
freedom in its foreign exchanges 

^ Under these circumstances, what are the conditions of 
production and consumption in India ^ How far is it possible 
to construct a tariff of import and export duties which will 
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comply with the accepted canons of taxation ? And how far 
does the existing tariff conform to those canons ^ 

^ In answermg these questions, it wiU be found that India, 
by the extent and favourable conditions of its territory, is 
capable of producing almost every article required for the use of 
man If, therefore, the import customs tariff be "’maintained, 
It will involve the evils of protection, unless an excise duty to 
countervail the customs duty be imposed upon almost every 
item which the tanff now includes Now, as excise duties are 
generally costly, vexatious, and inconvenient forms of taxation, 
and would be in most cases impracticable in India, this of itself 
IS a reason 4 agamst the permanent retention of the existing 
customs tanff, and one which mterposes a very serious difficulty 
in the way of constructmg one that shall be free from objection 
Smce almost every article that is now on the tariff, or that 
could be named, is either produced or is capable of being 
produced m India, it follows that import duties must in every 
case be actually or potentially protective, while, with the ex- 
ception of liquors and salt, none of them are subject to an 
excise 

* Again, the people of India are too poor to consume many 
luxuries The import trade merely consists of what may be 
considered either the matenals of industry or the necessaries of 
life It will accordingly be found that nearly all the heads of 
customs revenue which are of any importance are derived from 
one or other of these descnptions of commodities, and that the 
revenue derived from other articles is so insigmficant as neither 
to justify the machinery of collection nor the interference with 
the trade 

‘The total amount of import duties was, in 1876-77, 
4,l70,947i , or, deducting erroneous collections, refunds and 
^ drawbacks on re-exportation, 4,098,296? of this latter sum 
there was reahsed— 

From salt ^£2, 491, 010 

From liquors 331,761 

Total £2,822,771 

On these articles there is an internal excise duty countervailing 
the customs duty 

‘ Deducting the duty on these two articles, theie remains 
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1,275,525? Deducting again from this the revenue realised 
from cotton goods, or 811,340? , there remains 464,185? , which 
IS thus distributed — 


Copper £65,624 

Iron 17,096 

Other metSls 30,020 


£112,740 

Sili, raw and manufactured 43,727 

Woollen manufactures 38,068 

Provisions 32,901 

Appaiel 26,668 

Haidware and cutlery 21,049 

Spices 18,724 

Sugar 13,886 

Glass 13,244 

Railway materials 11,886 

Articles, each group of which gave less than 10,0001 182,863 

Total £464,186 


‘ Many of the numerous articles in the last class yield each 
an insignificant revenue, and nearly the whole are, or can be, 
produced m India The duties on them are thus indefensible 
in prmoiple, and cannot consistently be maintained longer than 
financial exigencies require their retention ’ 


When making this declaration of prmciples the 
Government of India added that it -would not hasten, 
by imposing fresh taxation, the fiscal reforms thus de- 
clared to be necessary, and that it confidently expected 
that the normal growth of the revenues would place at 
its disposal the necessary means 

In March, 1878, twenty-nme out of the sixty-two 
major heads under which the customs tariff was classi- 
fied, comprismg a larger number of sub-heads and a • 
multitude of articles, were swept away This remission 
of duties mvolved an estimated loss to the revenue of 
51,400? The inland duties on the export of Sugar to 
Native States, to which reference has already been made, 
were at the same time abohshed, with a loss of 150,000? 

In February, 1880, the export duties on indigo and 
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lac were removed The average amount derived from 
the export duty on mdigo was 42,000^ The export 
duty on lac yielded about 9,000Z With the exception 
of the duty on rice, no export duties now remam on 
the Indian tariff • 

The effect of the duty on the manufacture of indigo 
may not actually have been great, but the progress of 
scientific discovery is now so rapid that any day this 
industry might have been seriously threatened by some 
chemically prepared substitute, and we should then 
have been exposed to the deserved reproach of having 
stimulated competition by the suicidal folly of our 
fiscal legislation Even as these words are written, this 
possibfiity has been so far realised that the artificial 
preparation of indigo has become a fact, though its 
high pnce for the present may preclude its use 
Export duties enjoy the credit of having deprived India 
of an almost exclusive trade in saltpetre , they were 
taken off when it was too late to repair the mischief, 
and the Government of India did not choose to run 
any longer a similar risk with indigo 

The only remainmg export duty is that on nee, 
grown for the most pait in British Burma, but partly 
m Bengal and Madras It yielded m 1879-80 a 
revenue of 590,000/ , and m 1880-81, 718,000/ The 
economical objections to this duty are undemable, and 
It is to be hoped that the time is not far distant when 
It will be abohshed, and an amount equivalent to the 
duty levied in British Burma raised by a readjustment 
of the land revenue Sir 0 Aitchison, the chief com- 
missioner of the province in 1878, said ‘ The country 
IS now m a state of transition, making gigantic strides 
every year Existmg taxes do not apparently check 
that progress to any appreciable extent I would, * 
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therefore, let -well alone , but hereafter, -vyhen the 
country is fairly populated, when the enormous area of 
cultivable waste is brought under the plough, and the 
province has become ripe, generally, for a regular 
revenue settlement, I am of opinion that the rice duty 
and the capitation tax ought to disappear and give 
place to an improved system of land assessment ’ At 
the same time, there can be no doubt that the export 
duty on rice is, at the present moment, practically less 
objectionable than many of the import duties Al- 
though it cannot be said that India and Burma have 
a complete monopoly of the supply of rice to Europe, 
they have something closely approaching to it, and so 
long as this is true the injurious effect of the duty 
on Indian interests is less serious It is impossible, 
however, to say how long this may contmue , the 
export duty on rice should certainly not be counted 
upon as a permanent source of revenue, but while 
more urgent fiscal reforms remain to be carried out, 
theie IS no immediate necessity for surrendermg the 
large sum which it yields 

The measures taken with a view to the removal of 
the duties on cotton goods were of far more importance 
than those just described, both on account of the large 
interests directly at stake, and the mdirect consequence 
almost necessarily involved, of the ultimate complete 
extinction of aU Indian customs duties The reasons 
which led to the adoption of those measures were 
stated by Lord Sahsbury in a despatch to the Govern- 
ment of India, and are quoted at length m a note to 
this chapter They were most forcibly and lucidly 
stated, and will, without any doubt, be conclusive 
to every one who accepts the principles of free trade 
Lord Sahsbury’s orders were emphatically confirmed 
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by a Eesolution of the House of Commons, adopted 
•without a division on July 11, 1877, in the loUo'wing 
terms — 

‘ That, in the opinion of this House, the duties now le'vied 
upon cotton manufactures imported into India, beSng protective 
in their nature, are contrary to sound commercial pohcy, and 
ought to he repealed ■without delay so soon as the financial 
condition of India ■will pemnt ’ 

The position of the import trade of British cotton 
goods must here be explained The Indian manufactui e 
is at present confined to the coarser yarns, and to 
goods made of such yarns , it ■was clear, therefore, that 
the 5 per cent import duty served to protect these 
yams and goods against competition from ■without It 
was asserted by many that the duty was so low that 
it could have no appreciable effect, but that it was 
protective m theory was demed by no one, and the 
Government of India considered that the first step 
towards the gradual removal of the cotton duties 
should be the remission of this undoubtedly protective 
portion of them 

The Indian manufacturer could compete with ceitam 
descriptions of grey or unbleached English cotton 
goods, which contained only the coarser yarns such as 
the Indian mills could produce It was, therefore, 
decided to begm by exemptmg some of these classes of 
goods which were Ifeimilar m character to goods actually 
manufactured in India, and which did not contam finer 
yarn than that known as 30s This measure was carried 
out in March 1878, at the same tone ■with the remission 
of the duties on mmor articles above referred to 
The step thus taken was avowedly of a temporary 
and tentative character , the estimated loss of revenue 
was only 26,600^ , and it affected only those auahties 
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of good^ on 'whicli the duties were directly and ob- 
viously protective With any indirect protection which 
may have been given to the duty-free locally made 
fabrics, by displacing, to some extent, the finer dutiable 
imported goods, there was no attempt to deal 

The scope of the measure thus adopted was pur- 
posely very hmited , it produced httle effect, and the 
Government of India, in the begmmng of 1879, appointed 
a Commission, under the presidency of Mr T C Hope, 
to mquire further mto the subject, in consultation with 
the mercantile commumty, from which vanous repre- 
sentations had been received Their report showed that 
although the orders of the previous year had worked 
without much trouble or complaint, they were clearly 
open to this serious objection, that ‘ there was httle 
essential difference between the cloths which had been 
exempted, and large classes of cloth, otherwise styled, 
which had not ’, and the Commission stated its opimon 
that ‘the only effective remedy obviously is to treat 
similarly, whether by exemption or taxation, aU cloths 
of the same texture, irrespective of the lengths and 
widths m which they happen to be made up, or the 
names by which people may choose to call them ’ The 
course thus proposed by the Commission had been 
more or less exphcitly recommended by the Chambers 
of Commerce of Manchester, Bengal, and Bombay 

Some important facts were also estabhshed m illus- 
tration of the necessity of early action to reheve those 
imported goods which were exposed to local com- 
petition It was shown that the faUmg-off in the im- 
ports of the coarser goods, on which much stress was 
laid by Lord Sahsbury in the despatch mentioned 
above, was still going on, although there had been a 
large increase in the importation of goods of finer 
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qualities The effect of the import duty in leading to 
these results was estimated differently by different 
authorities, but .the fact was indisputable that a branch 
of the trade which was once important had greatly 
fallen off, while on the other hand the Bombay mills 
had not only, in the four past years, increased their 
exports of yam and piece goods to foreign countries 
by 26 per cent and 51 per cent respectively, but had 
more than doubled then* exports to other parts of India 
The total value of those exports, which was 432,000^ 
m 1875-76, had risen to 945,000^ in 1877-78 

The Eeport of the Comnnssion was pubhshed 
with the Fmancial Statement for 1879-80, and its 
recommendations were adopted by the G-overnment 
It was decided to reimt the duties on all grey goods, 
consistmg of yarns not finer than 30s, a step which 
would remove the more urgent and immediate causes 
of complamt, and could be afforded at an annual loss 
of revenue estimated to range from 150,000^ to upwards 
of 200,000/ 

Although, from the fact that India was at the time 
engaged m war and other adveise circumstances, the 
state of the finances was not such as to render this loss 
of revenue unimportant , yet the measure was held by 
Lord Lytton to be so necessary, both on economic and 
pohtical grounds, that it could not rightly be delayed, 
and it was earned into effect on March 13, 1879 This 
important step was taken by Lord Lytton, in opposi- 
tion to the opimon of a majority of his Council, but 
on the advice of Sir John Strachey, the Einancial 
member It was approved, on April 4, 1879, by the 
House of Commons m the following Eesolution — 

‘ That the Indian import duty on cotton goods, being unjust 
alike to the Indian consumer and the English producer, ought 
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to be abolished, and this House accepts the recent reduction in 
these duoies as a step towards their total abohtion, to which 
Her Majesty’s Government are pledged ’ 

It was stated by one of the dissentient members 
of the Governor-General’s Council, that there weie not 
‘ a dozen officials m India who do not regard the 
pohcy which has been adopted in this matter, as a 
pohcy which has been adopted, not in the mterests of 
India, not even m the interests of England, but in the 
interests, or the supposed mterests, of a pohtical party, 
the leaders of which deem it necessary at any cost to 
retain the pohtical support of the cotton manufacturers 
m Lancashire ’ 

Makmg allowance for some exaggeration of expres- 
sion, this statement doubtless contained a good deal of 
truth as to the state of pubhc opinion The official and 
non-official classes of Enghshmen m India have never 
been favourable to fiscal reforms based on the princi- 
ples of free trade, and the natives of the country, even 
the richer and bettei educated, have not, with rare 
exceptions, arrived at the most elementary knowledge 
of such questions , nor were there wantmg among aU 
these classes those whose prejudices could attribute 
none but pohtical or party motives to the advocates ef 
the reduction of the cotton duties The nature of this 
opposition satisfied Lord Lytton that he must carry out 
the measure himself, or acquiesce in nothing being 
done at all He believed that the essential interests of 
India required it, and he was not to be deterred by 
the imputation of base motives The case was one of 
those which had either to be settled by a bold and 
enhghtened Viceroy, or be allowed to drift on to the 
serious discredit of the Government and mjury of the 
country * 
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The measures thus taken were avowedly first steps 
towards that total abohtion of the duties to which the 
Government of India is pledged, and which it has 
been ordered by Her Majesty’s Government and by 
Parhament to carry out They were intentionally given 
a form which at the outset placed them almost beyond 
the reach of opposition, except from avowed partisans 
of protection, though it did not affect their ultimate 
efficacy If the object in view had been the mere 
reduction of the duties, and their maintenance for an 
indefimte period at a lower rate, it would have been a 
better mode of procedure to have made a general 
reduction of the duties on aU classes of goods, instead 
of renoittmg the whole duty on the coarser kmds and 
retaming it on the finer But as it had been decided 
that the cotton duties were producmg mischievous 
effects on great Indian and Enghsh interests, that their 
maintenance for any length of time was impossible, and 
that them abohtion could be effected without financial 
risk, it followed that the sooner they were removed the 
better The knowledge that by the particular method 
chosen for dealmg with them the difficulty of main- 
taining any part of them m any shape would be in- 
creased, was no objection, but rather a recommenda- 
tion, to those who had made up their minds that every- 
thing was an advantage which helped to hasten the 
completion of a necessary reform 

The results have been greater and have come 
sooner than was foreseen, but they have entirely con- 
firmed the accuracy of the conclusions at which the 
Government of India arrived All present grounds for 
the complaint that we were levymg protective duties in 
favour of the Indian mills, in their competition with 
Enghsh manufacturers, have been removed Some 
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classes ,of English goods are unduly favoured in 
compaiison with other classes of English goods, but 
no protection remains for the special benefit of goods 
now produced m India 

It was alhticipated by Mr Hope’s Commission and by 
the Government of India that the rermssion of duty on 
all goods made of 30s and under ‘ would probably soon 
effect a complete revolution in the piece goods trade ’ 
In support of this opmion the Commission quoted the 
following passage from a report by Mr Pritchard, the 
Comimssioner of Customs m Bombay — 

‘ The remission will operate to create a new class of shirtings 
made of yams 28 by 29 or 30, instead of the present standard 
quahty of 32 by 36 * This will pass free of duty, and, if it finds 
favour in the market, will take the place to a large extent either 
bf the longcloths or of the shirtangs now used, or of both ’ 

The Commission also quoted the following opinion 
of a mercantile firm — 

‘ There can be no doubt that a trade in cloth made of yarn 
just within the hunt of exemption of duty would be fostered, 
and which might gradually become of considerable importance 
Such cloth would probably be appreciated by consumers for its 
int rinsi c value, as well as for its comparative cheapness, owing 
to there being no duty upon it , and, if this should be the casep 
it might do away with the importation of cloth made of yams 
varymg from 32 s upwards ’ 

The immediate consequence of the exemption from 
duty of all goods contaimng no yam of a higher number 
than SOs was the rapid development of the manufacture 
and import of a new class of goods made of 30s and" 
lower counts In consequence of their superior relative 
feheapness, these duty-free goods rapidly became popu- 
lar, and, the experiment having thus proved successful, 
the tendency is now to make of the coarser yarns all 
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cloth for which they can be used, and to substitute the 
coarser for the finer fabrics formerly made of yams 
ranging from 30s to 40s Within one year after the 
removal of the duties, this process had reached such a 
pomt that the duty-free shirtmgs and longcloths consti- 
tuted more than 74 per cent of those kmds of impoited 
goods, and the dutiable quahties of some other classes 
of goods had almost disappeared from the market 

This rapid development of the trade in the class of 
goods exempted from duty has ever smee gone on at 
an accelerated rate, and no one can now assert, as used 
formerly to be often asserted, that the 5 per cent duty 
was so sm all as to have no appreciable effect upon the 
trade 

The changes that have taken place are illustrated 
by the following facts and figures The year 1878-79, 
which immediately preceded the remission of duty on 
all the coarser sorts of grey cotton goods, was one of 
restricted and depressed trade, and the value of the 
imports of cotton manufactures, in particular, was 
smaller than it had been for many years The following 
table shows the quantities and values of the various 
descriptions of cotton piece goods imported mto India 
-fsr the SIX years ending with 1880-81 — 


1875- 76 

1876- 77 

1877- 78 

1878- 79 

1879- 80 

1880- 81 

Griey 

White 

Coloured 

Yards 

Yalue 

Yards 

Value 

Yards 

Yalue 

866 564 622 
840 605 329 
992 637,679 
776 120 394 
908 630 133 

1 170,467,629 

£10639 712 
10 126 268 
11,562,852 

8 648,844 
10 391 903 
13 544 719 

171 290 998 
193463 866 
215 624 360 
192 098 379 
226 483 867 
286 358 911 j 

£2 687706 
2 887 634 
2 936 108 

2 669 904 
8 062 067 

3 690,800 

166 208 307 
152 240 661 
160 648 913 
160 377 489 
198 467 802 
318 061 644 

£2 837260 

2 709 820 

2 454 103 

2 588 33^ 

3 129 947 

6 147 639 


It will be seen that there was a general recovery 
or increase under each head in 1879-80 The remis- 
sion of duty came into force from the commencement 
of that year, but during the first three oi four months 
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the manufacturers and importers had not had time to 
ai range for supplying the market with goods of the kind 
exempted from duty While for the first quarter of 
the year the propoition of duty-free goods to the 
whole quantity of shirtings and longcloths imported 
was only 16 per cent , it rose rapidly after August, and 
by the end of the year xt had reached 82 per cent 
Thus it was only during the last three quarters of the 
year that the remission of duty had any very great effect 

^The effect of the remi'^sion, however, was not so much 
to encourage a general increase in trade as to induce manu- 
facturers and importers to substitute goods of the coarser and 
duty-free kinds for the medium and fair quahties which had 
formerly, when all classes were ahke subject to duty, formed 
the bulk of the trade In this respect, the results were much 
more decisive than was anticipated It was of course expected 
that a certain proportion of the goods ranging from 30s to 40s 
would, in future, be made of yarns of 30s and under, so as to 
bnng them within the limit of exemption But what has 
actially occurred has been a complete revolution in the course 
of the trade in grey goods The removal of the duty on 
certain classes has enabled those classes to practically thrust 
out of the market the kinds still liable to duty, so far as these 
dutiable goods were consumed by the mass of the population ’ ^ 

During 1880-81 the same process continued This 
IS illustrated by the foUowmg table, showing the quan- 
tities of duty-free and dutiable grey piece goods im- 
ported into India in this and the two preceding 
years — 

Quantities in Tmd^ 

1878-79 1879-80 1880-81 

Duty free 21,796,881 374,360,464 816,792,705 

Dutiable 753,323,613 534,269,669 364,674,924 

Total 775,120,394 908,630,133 1^170,467,629 

1 Bemw of the Mai itime Ti ode of British India foi 1879-80, by Mr 
J E O’Connor, published by the Government ot India, Depaitment of 
Einance and Commerce, 1880 
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It wiU be seen at a glance that, wMe there has 
been a large increase in the total quantity of grey goods 
imported, the increase in the duty-free goods has been 
enormous, and that they alone now exceed m quantity the 
total imports of two years ago, and bid fair td supplant 
the finer sorts which are still hable to duty 

In the imports of the superior classes of piece goods 
known as white and coloured, on which the duties were 
not remitted, there was, as shown by the table given 
above, a large mcrease in 1879-80 , and the mcrease in 
1880-81 was still greater 

Simultaneously with the mcrease in the import trade, 
the cotton mfils in India have been highly prosperous, 
and the evil consequences to this growing industry which 
we were often told would follow from the reduction of 
the import duties, have proved wholly imaginary In 
1880-81 the value of the expoits of Indian cotton yarns 
and piece goods was 1,908, 24:0Z , agamst 1,621,747/ in 

1879- 80, and 1,397,979/ in 1878-79 There has been 
a large mcrease in the number of looms and spmdles 
working, and in the number of hands employed 

JSTotwithstandmg the reimssion of duty on the coarser 
kinds of grey goods, the increase of imports, especially 
tSEler the head of coloured goods, has been so great 
that the total revenue yielded by aU cotton goods m 

1880- 81 was 732,265/ , being sensibly in excess of the 
amount received in 1879-80, viz , 681,768/ , and little 
below the receipts of 1878-79, 771,280/ The average 
amount received in the four years before any i emission 
of duty was made was 890,362/ , so that the revenue 
from all cotton goods for 1880-81 is about 158,000/ less 

The average amount of duty collected on grey piece 
goods, for the four years ending with 1878-79, was 
490,000/ , while the amount of duty collected on this 
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class pf goods in 1880-81 did not exceed 167,000^ 
The measures which have been described have therefore 
resulted in rehef to the trade, and loss to the revenue 
of about 320, 000^ , and it would apparently cost about 
170,000^ Inore to complete the exemption from duty of 
all grey goods, without reference to the quality of the 
yarn of which they are made But the loss would in 
fact be much less, foi the supersession of the dutiable 
by the duty-free goods stiU goes on, and it is understood 
that tlie duty derived from grey goods m the current 
year will be less than 100,000^ This further exemption 
ought to be made as soon as possible The necessity 
of distingmshmg the grey goods still hable to duty from 
those which are duty-free, necessarily causes consider 
able trouble to manufacturers and impoiters, and many 
complamts have been made Clearly, the present state 
of thmgs IS not satisfactory As observed in a letter 
addressed to the Government by the Bengal Chamber 
of Commerce, the old conditions described by the 
Government in 1879, when it declared that ‘it is not 
reasonable that certain goods should be admitted free 
while large quantities of goods of almost precisely the 
same character in everything but name remain hable J;o 
duty,’ still exist, with this diffeience, that the hard-si*^ 
IS now not caused by the competition between Lanca- 
shire and the local mills, but by competition amongst 
Lancashire manufacturers themselves Nothing but 
hnancial necessity, which does not now exist, could 
justify the retention of the remaimng duties on the finer 
qualities of grey goods When these are given up, 
there will lemain the duty on twist and yarn, on white 
and coloured piece goods, and on other sorts, which in 
the four years ending 1878-79 yielded, on an average, 
360,000Z , and yielded, m 1879-80, 400,000Z It is to 
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be hoped that this also may soon be abandoned, it 
■will then probably be found that the effect on these 
branches of the trade has been hardly less remarkable 
and satisfactory than that "which has follo'wed the 
remission of the duty on the coarser quahties'of goods 

There has been a general consent of opimon among 
the most competent authorities, that one result of the 
remission of the duty on the coarser kinds of cotton 
goods has been that the poorer classes of Indian con- 
sumers obtam cheaper and better goods than they ever 
obtained before The following quotation is taken from 
a letter written by one of the most important films m 
Bombay — 

‘ The dutiable goods have gone so generally out of consump- 
tion latterly that the manufacturers for the Indian markets do 
not make them, and the prices quoted are only for old stocks of 
goods made before the fuUmcidence of the remission was felt . 
It is difiBcult to speak too strongly of the benefit that the con- 
sumer has derived from the change The natives get cheaper, 
better made, and more duiable cloths than they ever did be- 
fore, and the remission of the duties has acted as a direct; 
incentive to the manufacturer of bond fide cloth, as contrasted 
with the adulterated articles ’ 

The great development of almost all blanches of 
Indian trade during the last two years has, no doubt, 
been due to general causes, but the foregoing facts 
show that removal of the import duties on the grey 
cotton goods has largely increased their sale, and that 
the Indian consumer has been greatly benefited by 
their free admission At the same time that this result 
has been obtained, none of the remissions and reductions 
of duty made durmg the last twelve years have had 
any serious effect m diminishing the customs revenue 
as a whole This wdl be seen from the following 
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figures,^ which show the 

gross ;*eceipts from 

custom^ duties, excluding salt, for each year — 

Import duties generally % 

— 

1869-70 

£2,481,167 

1870-71 

2,401,696 

l'^71-72 

2,389,18b 

1872-73 

2,447,629 

1873i-74 

2,402,888 

1874-76 

2,476;502 

1876-76 

2,489,897 

Import duties generally 5 ^ - 

- 

1876-77 

2,258,764 

1877-78 

2,441,547 

1878-79 

2,273,307 

1879-80 

2,229,947 

1880-81 

2,490,036 


It appears clearly from this review that the pohcy 
followed by the Government of India during the Vice- 
royalty of Loid Lytton was one of absolute free trade, 
without reservation or quahfication, and financial neces- 
sities alone prevented that pohcy from being earned 
out to the fullest extent The proceedings of the last 
three or four years have, however, succeeded in ren- 
dermg mevitable the almost total abohtion of the customs 
duties, which of all Indian taxes are probably the worst 
The cotton duties are virtually dead, and the othei im- 
port duties cannot long survive them How longri.^ 
period may elapse before such a consummation is 
reached cannot be predicted, but the time is not very 
far distant when the ports of India will be thrown open 
freely to the commerce of the world 

The people of India consume at present hardly any 
foreign luxuries , and cotton goods, which are among 
the necessaries and not among the luxuries of hfe, 
are the only articles of foreign production which come 
largely into their consumption There is no present 
possibihty of deriving a large customs revenue from 
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anytliing else Putting aside the duties levied^ on salt 
and alcohohc liquors, which stand on special grounds, 
and on which internal excise duties corresponding with 
the customs duties are, and must continue to be, im- 
posed, there wiU remain, when the cotton* duties are 
removed, a very small amount of revenue derived from 
import duties It is not likely to exceed about 
600,000Z , and apart from all other reasons in favour 
of a pohcy of absolute free trade, it will not then be worth 
while to keep up large estabhshments for the collection 
of so insignificant an amount Purther facts bearing 
on this subject will be given in the next chapter, and 
it will be shown that it is reasonable to anticipate that 
no permanent loss of revenue would be caused by such 
a general abohtion of all customs duties in India, 
smce any such loss would before long be made good by 
the expansion of trade and by the increase of the rail- 
way traffic receipts of the Grovernment 

The reforms which have now been described will be 
remembered hereafter in the economical history of 
India, and they wiU be set down among the honourable 
titles of Lord Lytton’s and Lord Salisbury’s administra- 
tion They wiU be remembered not only because they 
-jKere the first apphcation to India of the prmciples of ' 
free trade, but also because they have been cained out 
in a manner which has made the adoption of any other 
pohcy virtually impossible in the future, and has ren- 
dered it almost a matter of certainty that, within a 
short penod of time, the absolute freedom of Indian 
commerce will be accomphshed The authors of this 
book may be pardoned for recollecting the part they 
have taken in this work, and while on pubhc grounds 
they must regret the almost umversal opposition and 
disapproval m spite of which the pohcy they have 
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SO long maintained has been carried out, they cannot 
pretend* that their personal satisfaction in the success 
which has been gained already, and in the greater 
future success which is inevitable, has been diminished 
by such considerations 

^ Non tarn portas intrare patentes 

Quam fregisse juvat 


NOTES TO CHAPTEE XV 
I 

Extract from a Despatch from the Marqms of Sahshuiy^ 
Secretary of State for Ind/ia^ to the Government of Indm^ 
dated May 31, 1876 

I NEVER shared the belief which appears to have been en- 
tertained by the Government of India, that in this question 
there was any kind of real conflict between the interests of 
India and of England On the contrary, while I was glad to 
feel assured that the measures which I recommended would 
have had for one of their effects the satisfaction of legitimate 
claims on the part of a most important British industry, I be- 
lieved still more strongly that they were primarily reauir e(^>rLn 
the interests of the people of India ^ 

I will not dwell again at length upon the political reasdns 
which furmsh, in my judgment, the weightiest arguments in 
favour of the course which I have urged upon Your Excellency’s 
Government I need hardly insist further upon the danger of 
keeping open between two great communities of Her Majesty’s 
subjects an irritating controversy, which can be closed by one, 
and only one, solution It is difficult to overstate the evil of 
permitting an industry so large as the cotton manufacture in 
India IS certain to become, to grow up under the influence of a 
system which a wide experience has proved to be unsound, and 
which IS opposed to the deliberate pohcy of England , nor can 
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I view without senous apprehension, unless it should be the 
result of natural causes, the gradual contraction of a trade which 
constitutes one of the strongest bonds of material union be- 
tween England and India But the urgency of these considera- 
tions IS not denied by your Grovemment , and I feel convinced 
that they will commend themselves to Your Excellency’s mind 
with ever-increasmg force 

The view of the Government of India appears rather to 
have been that the import duties on cottons, although protec- 
tive in theory, are not so in practice, except to a very limited 
extent, that they are therefore not injurious to India, nor 
contrary to Imperial policy , that they yield a revenue which 
cannot be spared , that, regarded as purely fiscal duties, they 
constitute a more convenient tax than any which can be sub- 
stituted for it , and that the relief which their remission might 
afford to a particular branch of British trade affords no suf- 
ficient ground for subjectmg the people of India to a less 
popular form of taxation 

It is manifest that the strength of this chain of reasoning 
entirely depends on the assumption that the cotton duties are 
not protective If this assumption is unfounded, the argument 
of the Government of India, derived from a supposed conflict of 
mterest between India and England, falls to the ground, and 
the pohtical objection to which I have referred revives lu its 
fall force It is therefore to the examination of this question 
that I shall now address myself 

The opimon of the Government of India as to the operation 
"^'*the cotton duties is stated to be derived from a report of a 
committee appointed to revise valuations and consider sugges- 
tions for the amendment of the tariff 

The method adopted by this committee in estimating the 
effect of these duties appears to have been to consider ^ what 
proportion the particular goods which have to meet Indian 
competition bear to the whole cotton import duty , ’ and having 
satisfied themselves by an analysis of the importations of cotton 
goods, that only about four lakhs of rupees were levied on this 
particular class of goods m the year 1873-74, they arrived at the 
conclusion ^ that to demand that, because one class of goods, 
repre^nted by four lakhs of rupees duty in all India, has in one 
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^art of India to meet a local competition, the Government shall 
remit the femainmg seventy-seven lakhs which competition can- 
not affect, was, in their opinion, quite unreasonable, and rendered 
it unnecessary even to inquire whether the finances could 
afford the remission ’ 

Upon this the Government of India, in their despatch of 
February 25 last, remark as follows — 

‘We agreed with the committee that no sufficient reason 
had been shown for the removal of the import duties on cotton 
yam and piece goods The repoit of the committee showed 
that the cotton goods imported into India mainly consist of 
tlie higher quahties which cannot be manufactured from the 
cotton grown in India Those who have the best opportunities 
of knowing the facts stated that the attempts made by Indian 
manufacturers to make the finer descriptions of cotton manu- 
factures and yam from Indian cotton had proved unremunera- 
tive, and had been abandoned We beheve that this has 
arisen, not as Your Lordship appears to think, fiom the imper- 
fect development of the Indian manufactures, but from the 
inferior quahty of the Indian raw cotton It was shown by the 
co m mittee that, in regard to the great bulk of the trade in 
cotton goods, the importers were subject to httle or no com- 
petition firom the Indian manufactures ’ 

These remarks are followed by a statement of the statistics 
of the cotton trade, which show that, in the four years from 
1862-63 to 1865-66 the average value was 12,150,000? , that 
value was in the next four years 17,966,000? , and in the last four 
years 17,970,000? , which, allowing for a reduction in valuati(5Crr^ 
in 1869, would represent an advance of 250,000? in the lattei 
period against an advance of 5,816,000? in the former period. 

It IS true that, in the year 1874—75, the value of the imports 
increased to 19,387,000?, which is, as your Government state, 
the highest return for any year since 1859 , but in a review of 
the Indian Trade and Navigation Accounts for 1874-75 by the 
Department of Agriculture and Commerce, contained in your 
despatch of February 25 last. No 7, Statistics, I find that the 
trade of this year is described as having been notoriously of an 
unsound and unprofitable kind, and the more recent accounts 
appear to show that it has not been sustained I fail, theietfore, 
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to perceive any evidence of adequate or satisfactory progress m 
the general features of this branch of trade as exhibited in the 
foregoing figures 

With regard to the arguments of the Tariff Committee, I 
mnst observe that the facts which they adduce in support of 
their conclusion prove by themselves absolutely nothing* 

The case of the importers of British cottons is that the 
trade in the coarse and low-priced goods has been so seriously 
injured by the operation of the duties, that it has in conse- 
quence become a comparatively small branch of their trade , 
and it is replied that, because the trade is comparatively small, 
it IS unreasonable to ask that the duties shall be regulated with 
reference to it From this point of view, the argument of the 
committee would have been stdl stronger if this branch of 
trade had been altogether destroyed by the duty , for it might 
then have been said that it was idle to discuss the question of 
a tax on a trade which had no existence In other words,’' the 
more fatal the effect of the duty, the more complete would be 
the justification of its retention 

I should have been glad if your Grovernment had supplied 
me with official means of inquiring how far the allegations of 
the importers have a foundation in fact, by supplying a statement 
of the importations of the particular goods in question, not only 
for one year, but for a senes of years preceding 1873—74, as it 
is only by a comparison of its present with its past amount that 
any conclusion can be drawn 



Cloth 

Yarns 

Years 

Tclotiis 

Ijong 

cloths 

Domestics 

Males 
above 
20s and 
under 30s 

Mules 
208 and 
under 

Water 
20s and 
under 


Pieces 

Pieces 

Pieces 

Lbs 

Lbs 

Lbs 

1818 

914,381 

609 258 

169 952 

966,050 

691 600 

1 263 610 

1869 

910 481 

804 705 

179 409 

926 085 

446 640 

1 443 206 

1860 

1,132,406 

229,727 

190 233 

510,440 

396,130 

1,297 880 

1868 

1 023 335 

113,348 

119 980 

412,246 

80 610 

607480 

1869 

818 780 

178 715 

36 314 

300 170 

46 920 

624 940 

1870 

1 080 748 

94,746 

46,792 

342 115 

96 990 

867,480 

1871 

630 797 

1Q6 696 

45 914 

236 720 

96 690 

762,840 

1873 

627831 

83,229 

9,639 

458 270 

16 060 

198,316 

1873 

697 231 

86,303 

6,806 

219 860 

47, no 

78 670 

1874 

688 872 

148 376 

10,960 

137190 

27,360 

837,390 

Average per year- 
ns 1669 1860 

Avmge per year— 

985 756 

381 230 

179 664 

800 191 

477 766 

1,831,631 

1872, 1873, 1874 

:• - - - 

604646 

105 969 

8 965 

271,773 

29 840 

204792 
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But ii; tlie absence of ofl&eial data, I have referred to a table 
furnished by the Bombay Chamber of Commerce in their letter 
to the Tariff Committee, of January 29, 1875, which is said to 
be compiled from Custom House returns, and the substantial 
accuracy of which I have no reason to doubt 

Comparing, then, the average per year of 1858, 1859, and 
1860, the three years immediately preceding the American war, 
with the average per year of the last three years, viz , 1872, 
1873, and 1874, we find the following decrease in each of these 
descriptions of cloth and yarns, viz — . 


T clotbs 

Longcloths 

Domestics 

Mule twist, above 20s and undei 30s 
Mule twist, 20s and under 
Water twist, 20s and under 


381,111 pieces 
275,261 „ 

170,699 „ 

528,418 lbs 
447,916 „ 
1,126,739 „ 


These figures conclusively show that, so far as the import 
trade of Bombay is concerned, a senous declme has taken place 
in this branch of trade during the period in question , but their 
significance is increased by the considerations urged in the fol- 
lowing extracts from the letter of the Chamber — 

‘ It should be remembered that this absolute decrease has 
occurred, after a lapse of fourteen years of profound peace and 
security, in the cloth and yarns principally consumed by the 
poorer classes, whose condition, it is well known, has imm ensely 
improved from a variety of circumstances, and during which 
period railway communication throughout the country was 
yearly extending In 1860, 836 miles of railway only wer*^ 
opened in British India In 1873 the number of miles of rail- 
way open had increased to 5,872 The progress of education, 
closer and more frequent contact with more advanced commu- 
nities, and the wealth accumulated by the cotton cultivators 
throughout the Presidency during the American war and for 
several years subsequently, when the prices obtained showed 
enormous profits on the cost of production, combined to mcrease 
the demand for cloths and yarns of these descriptions to an ex- 
tent far exceeding the demand which would have arisen at thd 
ordinary rate of progress in ordinary years 

^ The Chamber apprehend that, under the circumstan<^, a 
very great increase indeed in the present imports of low cloths 
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and yaras 0 ¥er the imports of the years immediately^ preceding 
the American war would be necessary to show that the import 
duty has not been operating as a protective duty, unless experi- 
ence proves, after the abolition of the import duty, that local 
mills are able to compete successfully on equal terms with the 
English manufacturers As it is, it may be fairly assumed, 
however, that the duty is maintained at the expense of the con- 
sumers, principally the poorer classes, against whom it tells in 
this instance with particular hardship in a prime necessary such 
as clothing, and that it is injurious to the thousands of village 
handloom weavers throughout the country who are prevented 
from using the English yarns, which they might prefer, and are 
compelled to pay a higher price for what they do use, in conse- 
quence of its operation ’ 

I have taken from the same source, viz , customs returns, the 
following comparative table of the imports into Bombay of the 
finer cloths and yarns during the years 1872—74 and 1858-60, 
from which it a})pears that the progress of the trade in 
piece goods has been considerable — 


Statemeni of the Inetease of Impats into Bombay of Fine Cloths and Yam 
dunng the Yeats 1872-74, as compated with the Years 1858-60 

(rrom Custom house Eeturns ) 


Tears 

Shirtings 

Tarns 

Printers Jaconets, 
and Madapollams 

Mule 40s and 
upwards 
Water 30s and 
upwards 

^^58 

1869 

1860 

Total 

1S72 

1873 

1874 

Total 

Average per year, 1858, 1859, 1860 
„ 1872, 1873, 1874 

• 

Stowing an increase of per year | 

Pieces 

3,663,198 

4,724,414 

6,640,166 

Lbs 

3,613,076? 

6,829,010 

4,028,499 

18,817,778 

18,307,683 

6,280,269 

6,306,941 

6,697,472 

4,330,202 

4,492,609 

4,690,642 

19,373,682 

13,613,363 

4,606,926 

6,467,894 

4,466,861 

4,604,461 

1,861,968 
Pieces of cloth 

47,690 
Lbs yam 
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A similar result is shown by an examination of the returns 
of the importations of cotton piece goods into Calcutta, at which 
place they have not been hitherto exposed to the competition of 
native mills From these it appears that the value of these 
imports has increased in fourteen years 77 per cent , while the 
corresponding advance in Bombay has been only 12 per cent 

It is diflScult in the face of these indications to doubt that 
the protective action of the present tariff has had a marked 
effect m contracting within its present limits a trade which, if 
it had not been impeded by this obstacle, would have expanded 
to much larger dimensions 

But clearly as the protective operation of the duties is ti ace- 
able in the past, I cannot but apprehend that their effect in the 
future will be even more decisive 

I have no belief m the existence of any cause of permanent 
disability on the part of the Indian mills to meet foreign com- 
petition to a far greater extent than has hitherto been in then 
power 

On the contrary, the information which I have leceived 
leads to the conclusion that the conditions of Indian production 
are such as to afford grounds for believing that the scope of the 
protective action of the present cotton tariff will at no distant 
time be so extended as to affect a very large proportion of the 
whole trade 

It is estimated that about one-half of the cotton manufac- 
tures consumed in India is supphed by foieign importations, 
nearly the whole of which consist of British goods, represenfSIig"^ 
an average annual value of 17,000,000Z 

From the statements to which I have referred, it appears 
that two-thirds of this vast import trade, or at least a trade of 
a value of 10,000,000i , is threatened by a competition which is 
rapidly becoming formidable, and which is artificially sheltered 
by a protective duty 

When the inevitable increase of consumption of mill-made 
cotton goods in India, consequent on the extension of the rail- 
way system and improved communication of all kinds, is taken 
into account, it becomes evident that, long before the point has 
been reached at which this large portion of the British export 



304 : jm> PIFBLIC WORKS OF INDIA 


trade will loave beea superseded altogether by the products of 
the ludiau nulls, the area of the consumption of native'*products 
will have been so much enlarged that the people of India will 
be compelled to pay, for a first necessary of life, a price enhanced 
by all the incidents of protection , that a large industry, which 
it IS of the first importance to place upon the soundest founda- 
tion, and the prosperity of which is a matter of national interest, 
will have grown up m India under influences which experience 
has shown to be in the highest degree injurious to its healthy 
and natural development , and that a revenue upon which the 
Government has been led to rely will year by year elude their 
grasp, until it altogether disappears 

Whether, then, the question be regarded as it affects the 
consumer, the producer, or the revenue, I am of opinion that 
the interests of India imperatively require the timely removal 
of a tax which is at once wrong in principle, injurious in its 
piaeticai effect, and self-destructive in its operation 


II 

Ecrtraet from a Speech by Jjieut ’‘General R Strachey m the 
Leg'islatvoe Oo'anc%l of the GovernoT’^Genefral of Ind/ia, 
March 31, 1871 

first measure which the Government of India should 
seriously take up, after a permanently healthy condition of the 
finances has been esinbhshed, is the complete reform of the 
tariff, and the removal from it of the blots which so greatly 
disfigure it 

The worst of these blots no doubt are to be found in the 
export tanff And I should perhaps explain to the council why 
I have said that export duties are essentially bad, for no doubt 
those who first imposed them, and now retain them, thought and 
think better of them than I do I regard it as an axio!m in 
taxation that it shall, as far as possible, fall on the fund 
destmed to supply consumption, and not on that which supplies 
production An export duty necessarily falls on the producers 
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To tax tJie export of nee is to do what is virtually equivalent 
to rendering the soil on which that rice was grown less produc- 
tive To tax the export of cotton goods manufactured in India 
IS to do what in its result in no way differs from any material 
obstruction thrown in the way of such a manufacture By the 
imposition of such taxes, the inducement to the production of 
the things taxed is reduced in India, and an additional stimulus 
IS given to competition in other countries It is of course 
true, that among export duties that is least noxious which is 
imposed on any article having a virtual monopoly in its 
markets But as a fact all experience proves that nothing has 
such a monopoly India can tell the tale of its saltpetre trade 
destroyed by export duties Is India also to destroy its export 
rice trade ? Will it stimulate to the utmost the production of 
other dyes to compete with its indigo ^ Will it drive its own 
sugar out of its own markets for the benefit of the Mauritius ^ 
Even in that commodity of which India apparently has the 
most important monopoly, opium, the competition of the local 
Chinese market is already beginning to be felt, and there are 
those who foretell the ultimate destruction of our export of 
this drug Only to-day I have read of a commencement of 
opium production in the United States of America But what- 
ever IS the immediate consequence of export duties in special 
cases, it IS quite certain that the necessary tendency of the 
growth of knowledge, the spread of commerce, and the increase 
of competition, is to bring all producers more and more nearly 
to a level, and to reduce more and more the special advan- 
tages of any of them Under such a competition, thelaw wfiTch"^ 
has for other purposes been called a law of natural selection, 
will eventually destroy the industry which is weighted the 
heaviest, and export duties will thus constantly be tending to 
destroy the commerce of the country that imposes them. 

The gross receipts from the export duties for the year 
1870 -. 71 ^ reckoned from the actual accounts of the first eight 
months by adding one half, would be 528,000? Of this, two 
articles, gram and seeds, paid 465,500Z, and all others 62,500? 
Among these last have a place, by a refinement of barbarity, 
two of the very few manufactures of which India can boast 
Cotton goods and leather pay 21,000?* together Indigo, oils, 
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lac, and spices, articles requiring either to be manufactured or 
specially dealt mth, to fit them for the market, figure for 
28,500J I confess that I am at a loss to supply the arguments 
hy which the retention of such duties can be justified in pre- 
ference to refusmg an infimte variety of petty a^mmistrative 
demands, among which I am qmte content to class require- 
ments for puhhe buildings and such matters, which have been 
allowed to swallow up the money that, to my mind, would so 
vastly better have been applied to gettmg rid of these senseless 
and positively mischievous hindrances to the growth of the 
wealth of the country 

I do not know that I should be disposed to agree with my 
honourable fiaends who have spoken of the gram duties as 
bemg those which most demand attention, though I fully 
assent to their condemnation of them absolutely I regard 
that duty as the worst, which is most in the nature of a class 
duty, and which at the same time is least productive Now 
all these httle productive export duties are essentially class 
duties, and mflict special mjury on a small body of persons 
employed m particular trades Inasmuch as the nee duty falls 
on a large area it is less obnoxious and not more, and it 
partakes more of the character of a general tax on agncultme 
I fear that the true reason we hear more of it tban of other 
worse duties, is that it affects a greater number of influential 
persons who can complam, and not that it is really more 
obnoxious to censure 

And here I would say a word as to how bad a test of the 
"Idiaracter of a tax is mere absence of complaint The sugar 
production of the North-West Provinces, to take an mstance 
that has been lately referred to m this room, may be utterly 
strangled by export duties levied hundreds of miles away m the 
Punjab, Central Provinces, and Eajpootana, of which the 
grower of the cane probably never even heard And so it may 
readily be with all mdustry The poison is absorbed mto the 
system imperceptibly, and the victun dies without a struggle 
it is true, but not the less surely 

The sugar duties of which I have just spoken are without 
doubt the most discreditable rehc of the dark ages of taxation 
that yet subsists in India A 10 per cent ad, valorem duty js 
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deliberately retained on the export of British sugar into 
Eajpootana, and into our own territories on the wrong side of 
the customs line drawn across Northern India, by a Grovem- 
ment which has for many years past preached to the very states 
on whose borders this tax is levied the impropriety of doing this 
very thing which is justified m our own case, because it yields 
120,000i or 130,000? which it would be inconvement to give 
up I have rejoiced to hear the head of the Government (the 
Earl of Mayo) say that he thinks this is among the matteis 
first to be put to rights, in any future revision of the public 
burdens, and I cannot see how there can be a difference of 
opinion on the subject. These sugar duties have been defended, 
by persons who should have known better, on the ground that 
no one complained of them. It shows a truly melancholy 
want of insight into, or considemtion of, the action of such 
imposts, on the part of those who supervise this part of the 
admimstration, to find these duties m existence at the present 
day, and I trust that another year may not elapse before some 
step at least is taken towards extingmshmg them 

And before I leave these export duties, let me ask why is 
it that the cotton goods manufactured on one side of the 
Hooghly are taxed, while the jute on the other goes free^ 
Why does the cotton grown side by side with the indigo escape 
the duty which the other staple pays ^ The reply is obvious 
The customers of the jute mills and the purchasers of the 
cotton live in England, and can make themselves heard, and 
hav made themselves heard and feared Here, for si^ 
reasons as I have mentioned, and in the absence of the natural 
defenders of the suffering interests from the councils of the 
Government, the true principles of taxation have too long been 
neglected for the sake of obtaining a revenue really insigmfi- 
cant in amount, and the necessity for which might quite easily 
have been avoided by proper firmness in refusing the expansion 
of expenditure 

But I fear that my bill of indictment against the customs 
duties does not end with the export tariff As I before said, 
the true test of character of a customs duty is that it shall fall 
on consumers Now there are several items of the import 
tanff, and one an important one, that does not comply with 
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this condition The first on the list is metals It iS’ true that 
iron IS taxed Lightly at 1 per cent , but all other metals are taxed 
at 7 J per cent , and almost in aU cases such metals are in truth 
used m manufactures, and are not in any true sense articles of 
consumption Naval stores come under the same description, 
also hides, and paints, and colours, and there may be others, 
which for the most part stand at 7J per cent 

Eailway materials, I need not say, come under the same 
condemnation, but this duty is yet more objectionable, for it is 
either paid by the G-ovemment in the form of guaranteed 
interest in case of materials used on an open Ime, or if for 
a new hue it is charged to the capital account of the railway, 
and IS converted into debt bearing interest at 5 per cent for 
ever Now that the Government is about to commence railway 
construction, the absurdity of this duty will perhaps become 
more obvious, and I hope that it will not make its appear 
ance m another tariff The aggregate of the five items which 
I have named is 225,000i 

Excluding these items, I find that the ten largest amounts of 
which the lowest is 15,000? , yield together 1,444,000? , and that 
all the rest, thirty-mne m number, together give only 134,000? 
The whole hst comprises fifty-four items I cannot consider 
that It is desirable to maintain such a tariff as this, several of 
the items of which do not produce 1,000? Among the most 
miserable of the list are the last two additions to it, the mere 
mention of which will, I think, sufficiently indicate the spirit 
ivhjch has governed the commercial policy of the Government 
m late years — corals and lucifer matches 

Many of the items m the import tanff are, moreover, open 
to objection as bemg class taxes Such are the duties which 
exclusively, or nearly exclusively, fall on the Europeans resident 
in India, and of these a long list might be enumerated 
Although it would, no doubt, be indefensible to place Europeans 
m a better position than the natives of the country in these 
matters, yet to do the converse is still more indefensible , and 
I consider that many of these duties press most unjustly on 
the class to which I belong, and I think that I should be 
neglectmg my duty in this council, and to that class, if I did 
not say it in perfectly plain terms The European has at least 
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xs much claim to my sympathy in matters of taxation as the 
jugar grower of Northern India, or the indigo grower of Bengal, 
or the cotton spinner of Bombay In all these cases, I affirm, 
ire grievances in the matter of taxation far more onerous than 
bhose of which we have, within the last few weeks, heard so 
much, and hS.vmg this distinctive character that they are as 
real as the others were imaginary And I may add that, for 
my own part, I should be glad to hear the voice of the House 
of Commons require the Government of India, if it were 
necessary, which I hope and indeed beheve it will not be, to 
do what IS necessary for the removal of evils such as I have 
mentioned in the interest of Great Britain, for she has a great 
interest in them, and may justly defend it, as well as m the 
interest of India itself 

I am, of course, quite aware that it is not possible in a 
summary way to take off these duties, and I am anxious not 
to be supposed to suggest such a course But what I say is, 
that the iirst occasion should be taken to reduce the list, and 
to carry out the other reforms of which I have spoken , and 
that such an occasion can only be found by a resolute determina- 
tion on the part of the financial administration that there 
shall be no addition to the expenditure which shall prevent 
these necessary fiscal reforms A distinct and positive policy 
must be adopted and acted up to, or nothing in this direction 
will be possible I am too well aware of the incessant and 
insidious demands for money for mere administrative purposes, 
and I know the difficulty of resisting these demands, and I 
repeat, therefore, with special emphasis, what I believe to-^^be 
the only rule of action that can lead to success 

Neither am I satisfied that even this amount of reform is 
all that we can fairly hope to see earned out I go further 
still 

And in the first place, I reject entirely the doctrine that we 
do well to maintain a high rate of duty on the piece goods 
imports Whether Manchester be selfish or not — and no doubt 
it has been loudly asserted — it is not for me to say , but this I 
know, that the men of Manchester gave England free trade, 
and understand the real requirements of commerce and progress 
vastly better than those statesmen who put export duties on 
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such products as tea, and coffee, and gram, as well as on the 
few manufactures India ever had, and who mamtam transit 
duties in the heart of our own provmees to this veiy day I 
say, then, that those who ash fox a reduction of the duty on 
piece goods may at all events possibly, and to my mind actually, 
have a very substantial ground on which to base their argument,^ 
qmte apart from mere personal interest, though no doubt this 
is one of the motives of those who object to high duties, and a 
motive which is a perfectly proper one 

The truth is and it hes on the surface— that e:q)orts are 
est paid for by imports, and that if a fair return in the shape 
m imports is not taken, the ei^ort trade is carried on at a 
disadvantage Everything which enlarges the consumption of 
mports opens the way for a further production of exports. 
Now, obviously the best way of enlarging consumption is to 
reduce pnee, and even a very small frU of price may in a very 
importmt degree influence the total amount of trade. In the 
partieular ease of piece goods, moreover, every increase of con- 
sumption tends to add to the demand for the raw matenal, and 
thus in another way to stimulate Indian production 

And let me here farther remark that it by no means follows 
that a duty is not mischievous because it only adds one, two. 
or ree per cent to the cost of goods. It is precisely these 
small amounts which m the end determine whether trade is 
possible or not, and in the present condition of commerce, 
with Its vast extent and close competition, it is altogether 
erroneous to say that a duty is not important because the rate 

IS 

Nor does this fimsh my demands m behalf of the commerce 

can at present be said to he 
thin tbe limits of the practicable to make all the ports of 
India entirely free , but this is certam, that there is hardly any 

of Sr wLr^'f ^^rnstmtxve progress that I can conceive 

India Th. 1 freedom of the export and import trade of 
India The customs duties at the present time are not of a 
xn^itude to render this idea in any way chimencal 

iinlil r “Ct speculate on the probable results of such a 
P y, 1 earned out , but I may point to the wonderful effects 
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of the adoption of a modified form of free trade by England, 
and say fjiat it seems to me certain that the greatest benefit 
would be obtained by following a like course in India 


in 

Extract from Fmcmaial Statement hy Svr John 
Strachey for 1880-81 

Although I do not intend to discuss the propriety of the 
course that has been followed m regard to the removal of the 
duty on cotton goods, I must ask Your Excellency’s permission 
to say a few words on what is, in some respects, a personal 
matter We are constantly told that these measures have been 
adopted in disregard of the mterests of the people of India, and 
m obedience to the selfish demands of the Manchester manu- 
facturers If we had, indeed, manipulated, in the interests of 
England or of any political party m England, the taxes paid by 
the people of India, our conduct would have been not only 
shameful and odious, but absolutely criminal, and I, as Torn 
Excellency’s chief constitutional adviser in the financial measures 
of the last two years, must have borne my share of the re- 
sponsibihty But for myself, who have taken part in these 
measures, I wish to say that I hardly rememb jthe time when 
I did not argue, in the mterests of India, ior the removal of 
these and all other restrictions on her commerce I advocated 
the abohtion of these duties before, to the best of my belief, 
Manchester had herself discovered that she was injured by 
them, and before Lord Salisbury had proved in his despatches, 
in a manner which seems to me unanswerable, the senous injury 
which they were inflicting upon this country As I said in my 
first financial statement three years ago, I would not have 
accepted my present oflS.ce if I had not hoped that I should 
have an opportunity of co-operating with Your Excellency in 
carrying out what I may say without exaggeration have been 
the convictions of a lifetime I have had that opportumty 
The cotton duties are, in my opmion, virtually dead 



CHAPTER XVI 

FOREIGN TRADE 

VALTTE OF INDIAIT TRADE SINCE 1884 — COMPARISON WITH ENGLAND— ■EX03E!S^ 
OF EXPORTS EXPLAINED— ANALOGY WITH DNITBD STATES — ^BVIDPNCE OF 
PROSPERITY RATHER THAN RBYERSE— TOTAL TRAD7 IN RELATION TO 
POPTTLATTON — COMPARED WITH STATES OF EDROPB — INCBBASD SINCE 
1840 — RECENT INCREASE GREATLY DEE TO EXIENSION OF RAILWAYS — ■ 
RESELTS OF CHEAP TRANSPORT— COMBINED WITH RLDECTTON OF CESTOMS 
DETEES — ^INTERESTS OF TRADE DEMAND FERTHBR REMISSIONS— NECESSARY 
GROWTH OF RAILWAY RETHNEE WITH INCREASED TRADE — LOSS OF 
CESTOMS DEXIES PROBABLY AT ONCE COMPENSATED THES — EXPANSION 
OF IMPORT AND EXPORT TRADE EXTENDS TO ALL CLASSES OF GOODS — 
PROOF OF GENERAL INCREASED PROSPERITY — METEAL INTEREST OP EN€K 
LAND AND INDIA TO REMOTE OBSTRECTIONS TO TRADE OAESLD BY CESTOMS 
DEIIES 

Thjbee is no more stnkmg evidence of the progress of 
the material wealth of India than that furmshed by the 
record of its foreign trade, as shown in the table at 
the end of this chapter 

^ The general volume of the trade of India at the 
present tune approximates nearly to that of Great 
Bntain between 1830 and 1840, but with the important 
difference that the Indian exports exceed the imports 
by about the same amount as that by which the British 
imports exceeded the exports The Bntish exports 
appear to have been m excess of the imports until about 
1825, when the imports began to prevail more and more, 
and the excess at length reached the enoimous value of 
160,000,000/ or 160,000,000/ sterhng 

Supposing the values lecorded in the trade returns 
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to be substantially correct, which there is no reason 
to doubt, the excess of the value of exports over imports 
indicates approximately the sum which India sends to 
England to pay for all charges connected with the 
admimstratjon, the interest on English capital mvested 
in India, and the profits of private trade and savmgs 
from salaries remitted by Enghshmen, less the new 
capital sent out from year to year for investment in the 
country The period from 1864 to 1864 was the time 
when the capital for the guaranteed railways was being 
raised About 80,000,000/ was borrowed or raised 
in England , 30,000,000/ chiefly to meet the heavy 
charges of suppressmg the Mutmy, and 50,000,000/ 
subscribed as railway capital for mvestment or expendi- 
ture in India, and there was hardly any surplus of 
exports during this period In 1869 the heavy outlay 
on the guaranteed railways was coming to a close, and 
the system of construction by the State was beginmng , 
and smce that time, the large sums which India has 
had to pay as interest, now amounting to more than 

5.000. 000/ yearly, have exceeded the capital supphed 
from England for investment The great nse m the 
export trade dates from that time, and for the last 
ten years the excess of exports has averaged a^jout , 

16.000. 000/ sterhng, of which perhaps half may be 
regarded as the return on capital invested in railways 
and commercial enterprise, and half as the charge on 
account of the admmistration of India, which has to 
be met m England 

It has frequently been alleged that this excess of 
the exports over the imports sigmfies a dram on the 
tesources of India which, to use the words of one of 
those who thus aigue, ‘ must stop aU real improvement, 
and eventually bring the country to paupensm ’ The 
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moat condusive argument, perhaps, that can be brought 
against such a view is the practical one, that the nation 
which piobably of all others at present gives the 
greatest signs of progress and of increase of wealth 
and general prosperity — the United States o£ America — 
exhibits a balance of trade similar to that of India, 
but with a still greater relative excess of exports In 
round numbers the average values of the exports 
and imports of the Umted States for the five years 
ending with 1880 were 140,000,000^ and 106,000,000^ 
sterhng respectively, showing an excess of exports of 
34,000,000Z The foreign trade of India for the last 
five years is almost exactly half this amount, but with 
an excess of exports of only 15,000, 000^ , the propor- 
tions of the excess to the total export values being 
about 22- per cent for India, and 24 per cent for 
Amenca 

It seems, indeed, hardly necessary to discuss seriously 
such a doctrme as this, which would mevitably lead to 
the conclusion that Great Biitam, by the enormous 
excess of its imports, is rapidly bringing to pauperism 
the countries from which those imports are received, 
and IS stopping all real improvement in them The 
„ obvious truth is that the accumulating wealth of Eng- 
land seeks useful employment aU over the world, and 
that the legitimate returns on the capital thus in- 
vested flow back m the form of the excess imports, to 
which India and the Umted States of America, with 
many other countries similarly situated, contribute 
their shares 

So far as the excess of Indian exports is due to 
the investment of English capital in that country, it is 
difficult to conceive conditions under which the remit- 
tance of interest on such capital judiciously apphed. 
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could be onerous to the country which pays it, for 
the investment must necessarily lead to the outlay of a 
much larger sum than the interest sent away, which only 
lepresents the profits, the other portion of the gross 
receipts which supphes the cost of production or work- 
mg expenses, remaining in the country Thus, m the 
case of the guaranteed railways, about 100,000,000^ of 
capital has-now been raised and spent m India, and say 

6.000. 000^ a year has to be paid m England as interest 
on that capital, the railways pay this 5,000,000^ by 
earmng a gross mcome of 10,000,000/, of which 

5.000. 000/ IS spent in wages or other working ex- 
penses, and afibrds mcreased profitable occupation to 
the people of the country The peisons who voluntarily 
pay the 10,000,000/ for the use of the railways are 
themselves largely benefited by them, and would have 
had to pay much more had they been obhged to use 
ruder means of conveyance The remittance of 

5,000,000/ of interest to England, therefore, indicates 
the mvestment of a sum of money in India which, so 
far fiom causing a dram on the country, confers m 
numerous ways great direct and indirect benefits on it 
The same may be said of the smaller investments in tea 
and cofiee, mdigo, cotton mills, and other industries^ 
which are mainly supported by British capital, the 
interest remitted on which does not imply the impover- 
ishment but the enrichment of the country As to the 
other half of the excess exports, which goes to pay the 
cost of Eng lish admimstration necessarily mcurred out 
of India, there can be no room for doubt that it is to 
the advantage of India to pay the sum really necessary 
to secure its peaceful government, without which no 
progress and no accumulation of wealth would be pos- 
sible , and so long as this condition is not violated it is 
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not matenal whether a part of the, charge has to be 
met m England, or whether it is all paid in India 

The aggr^ate export and import trade of India 
now amounts in value to nearly 140,000,000^ sterling , 
twenty-hve years ago it had not reached 6O,000,000Z 
Though the progress of India has been great, the trade, 
in relation to the population, is, however, still far 
behind that of even the more backward European 
countries, as the following figures (showmg approxi- 
mately the facts between 1878 and 1879) will in- 
dicate — 


Country 

Population 

Imports 

Exports 

Total 

Bate 

per 

head 

Great Britain 
Ftance 

United States 
of Axnexica 
, Bussia 

Austria 

Italy 

Spain 

India 

34.000. 000 

38.000. 000 

47.000. 000 

86.000. 000 

37.000. 000 

27.000. 000 

17.000. 000 
262,000,000 

863.000. 000 

184.000. 000 

107.000. 000 

65.000. 000 

58.000. 000 

51.000. 000 

16.000. 000 
49,000,000 

249,(W,000 

127.000. 000 

141.000. 000 
68,000,000 

70.000. 000 

44.000. 000 

17.000. 000 

67.000. 000 

612,000,000 

811,000,000 

248.000. 000 

188.000. 000 
128,000,000 

95.000. 000 

88.000. 000 
116,000,000 

£ « 
18 0 
8 2 

5 6 
1 11 
8 7 
3 10 
1 19 
10 


The imports of merchandise have increased from 

14.000. 000^ m 1866 to 53,000,000/ in 1880-81, 
^sho-vpng an increased purchasing power of close upon 

30.000. 000/ yearly The exports, which in the first- 
named year were 23,000,000/, rose m the last to 
74,500,000/, showing an mcreased power of produc- 
tion of 50,000,000/ sterhng The steadily mcreasmg 
amount of the imports durmg the last forty years 
affords conclusive proof that the powei of purchasing 
for internal consumption, so far from having been 
unduly pressed upon by adveise mfluences, such. as 
over-taxation or any general deterioration of conditiini 
has been constantly improvmg The decenmal pi- 
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creases of the imports of merchandise have been as 
follows 1841 to 1851, 3,000, 000^ , 1861 to 1861, 

12.000. 000^ , 1861 to 1871, 11,000, 000^ , 1871 to 1881, 

18.000. 000Z 

It IS surely time that the misconceptions on these 
subjects, if indeed they do not rather deserve the name 
of misrepresentations, should be abandoned It is 
inexcusable on the part of any one who professes to 
enhghten the people of England on the condition of 
India, to allege that when persons in authority have 
referred to the excess of exports over imports as 
being ‘without any commeicial return,’ they have 
admitted that the transaction has been without any 
proper consideration, and therefore injurious to India 
And the confusion of thought thus displayed is com- 
monly combined with another fallacy It is tacitly 
assumed that some condition of things would be pos- 
sible under which, by reducmg to a ‘ mimmum the cost 
of good government,’ this excess export of produce 
could be avoided and its value retained by the people 
of India Now it is obvious that the only way in 
which this could happen would be for India to repay 
all the foieign capital spent on her improvement, and 
herself supply all that is required in the future, the* 
same tune furmshing a national government which 
should give all necessary securities for the peaceful 
and progressive administration of the country When 
tins becomes possible the tune may arrive when India, 
without relapsmg mto barbarism and losing its foreign 
trade entirely, will find that her exports no longer 
exceed her imports 

That the development of Indian trade, to which 
attention has been directed, has for the most part been 
due to the increasmg wealth of the country, and to the 
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greatly improved means of communication both by sea 
and land, and especially to the extension of railways, 
cannot be questioned In 1856 the first few miles of 
Indian, railways had just been opened, and the total 
receipts from the goods traffic weie only 47,000/ In 
the last year for which we have complete accounts 
(1880) the goods receipts were nearly 7,700,000/, the 
quantity of goods earned having been almost IIJ, 
milhon tons 

It IS mterestmg to inquire, and the inquiry has an 
important bearmg on aU questions relatmg to Indian 
trade, what relative effect customs duties and the cost 
of inland transport have on the probable sale of im- 
ported merchandise 

Taking cotton manufactured goods as an illustra- 
tion, we shall find that the value of 1 lb of cotton 
manufactures may be roughly taken on the average at 
about half a rupee , 1 maund, or say 82 lbs , wiU be 
worth Es 40, on which the duty at 5 per cent wiU 
be Es 2, or annas 32 (45) Furthei, the transport of 
the same quantity by rail for 500 miles wiU be about 
annas 10 (I 5 3c/), or one third of the duty Also 
the cost of cart transport bemg about four times that 
«f tTMisport by rad, the saving due to the mtroduction 
of radways is three times the actual cost by rad for 
500 mdes, or about aimas 30 (3s 9d) || 

Hence it appears that the virtual effect of substi- * 
tutmg 500 mdes of radway transport for cart transport 
IS eqmvalent to takmg off a duty of 5 per cent , and, 
considering the great distances to which cotton goods 
actually travel m India, it may be reasonably said that 
fiufi feirly indicates the actual direct effect of the rad- 
ways on the trade in these goods duiing the last twenty- 
five years 
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But there is a further most important result of 
cheap transport , for the imports have to be balanced 
in value by the exports The cotton manufactures aie 
worth about lOOZ per ton, while the average agricul- 
tural export produce can hardly be worth one-tenth of 
that sum it follows, therefore, that for every ton of the 
cotton manufactures imported, there will be at least 
ten tons of produce exported Taking the present 
value of cotton goods imported at 26,000,000^, and 
their weight at 250,000 tons, the export produce equal 
in value might weigh about 2,500,000 tons, on which 
the railway receipts wiU be about 2,000,000Z The 
savmg m the cost of transport of this produce by rad, 
over the old method by cart, would be about three 
times the actual cost by rad, or say 6,000,000Z Thus 
a most important stimulus is given by the radways to 
the import trade, by bringing a largely increased 
quantity of produce withm the range of the export 
market, while the cost of the imported goods is at the 
same time reduced, and they aie consequently brought 
withm the means of an increased number of purchasers 
The importance of these considerations which of course 
apply to all descriptions of imports as well as to cotton 
goods, IS so great that it is matter of surprise that they 
have hitherto received so small a measure of attention 
llj^m the intelligent classes interested m the extension 
•bf British trade m India, and that the influence of these 
classes has not been more powerfully exerted for 
the purpose of stimulating the development of rad- 
ways, on which the mcreased sale of foreign manu- 
factures m the great continent of India so immediately 
depends . 

These genei^ causes have been m operation for the 
last twenty-fiiH, years, during which the railways of 
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India have been by degrees coming into existence, and 
their effect has been largely aided by the gradual re- 
duction m recent years of the general scale of import 
and export duties What that effect has been is shown 
by the figuies already given , and it may confidently be 
concluded that the further development of the com- 
merce of India will be found directly and intimately 
to depend on these two influences — the reduction of the 
cost of inland transport by the extension of railways, and 
the reduction or total abohtion of the customs duties, 
whether on exports or imports That a considerable 
increase of the export trade of India in the last few 
years may have been due to the fall in the value of 
silver in relation to gold, is more than probable, but the 
discussion of this subject will be more conveniently 
deferred to a later part of this work 

And we are thus brought back to consider the 
serious question discussed m the preceding chapter, 
how far it may be desirable m the interests of the trade 
of the country fuither to give up or reduce the customs 
duties, and how far the financial exigencies of the 
Government will admit of such rehef being given The 
sole justification of the maintenance of ahy tax is that 
it IS, required m the general mterests of the community 
It would be a short-sighted and mischievous pohcy to 
allow the cotton duties or any other duties to stand 
in the way of the development of a trade measured 
m nulhons of pounds, unless the requirements of finan- 
cial equihbrium could not dispense with the few hun- 
dred thousand pounds they produce The remission of 
the remaming cotton duties might lead to a loss of 
700,O0OZ, and if the other customs duties were given 
up there would be a farther loss of 1,000,000Z , or rather 
more The inquiry, therefore, arises whether India 
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could safely accept the risk of this, and how such 
sums c5uld be made good 

The growth of the railway traffic following the m- 
ci easing trade leads necessarily to the growth of the 
railway r^eipts, and to a corresponding addition to 
the revenues of the State Experience shows thatEs 10 
or 12, or say IZ of the conventional Indian currency, 
may be taken as the average sum earned from aU 
sources per ton of goods carried on Indian railways 
The number of tons moved has giadually increased 
from 1,800,000 in 1866, to 3,400,000 in 18^2, to 
8,800,000 in 1879, and to 10,450,000 in 1880, the last 
year for which full accounts have been pubhshed The 
increase of eveiy million tons to the traffic will add 
approximately 1,000,000Z to the gioss receipts About 
half of this sum will be net profit, and of this not less 
than two-thuds would diiectly or indirectly add to the 
lesources of the Government, either as a reduction 
of the payments for guaranteed interest, or as direct 
profit on the guaranteed or State hnes Hence, for 
every milhon tons added to the goods traffic it would 
be reasonable to expect that 250,000^ would be added 
to the revenue in the shape of railway receipts There 
has been in the last five years an actual inciease of 
5,000,000 tons, and if a similar increase should take 
ulace in the next five years, the revenue would be 
increased by 1,250,000? from this source alone, of 
which but a small part would be absorbed by mcrease of 
interest charge 

The steady and contmued increase of the foreign 
and internal trade of India gives evidence that such 
anticipations as these are reasonable and moderate The 
tonnage of the shippmg employed in the foreign import 
and export trade, which in 1856 was about 2,800,000, 
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had become 5,800,000 m 18TT-78, and it now exoeeds 
6 000 000 The interportal or coasting trade employs 
Ible that aLnnt of tonnage The foreign 

^e has mcieased m the last twenty-hve years from 

49 000,0001 to 138,000,0001, and the mterportal trade 
IS now valued at nearly 60 000,0001 sterling It is not 
possible that such a growth of the foreign tr^e shou 
go oa— and there is every indication of its continuance 
without a corresponding growth m the internd trade of 
the country, and every stimulus given to the foreign 
trade by the lemission of the duties imposed upon it 
must necessarily be immediately felt in an increase of 
the railway receipts and in the public revenues From 
these considerations it is reasonable to anticipate that 
the repeal of the remaining duties on cotton goods would 
be immediately followed by an extension ot the import 
trade, combined with a correspondmg addition to the 
expoits, and that this would soon lead to an increase ol 
railway traffic sufficient to cover the first loss of revenue 
Even, therefore, if the state of the finances were less 
satisfactory than it is, there need be no hesitation in 
immediately abolishing all the imposts with which this 
branch of trade is burdened This same resource, the 
ffr<yivmg railway income, would also unquestionably, if 
It were prudently managed, afibrd within a short period 
of time the means of freemg the whole import trade of 
f-mm filiation It IS impossible to doubt that 


the removal of all customs duties would have a very 
great and immediate effect upon Indian trade, and 
through it on the railway receipts and on the pubhe 
revenue The hope has been expressed m other parts 
of this work, that nothmg may be done to throw away 
or jeopardise that most important of the futuro rd- 
souroes of the Government in India, the profits from 
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the railways The levenue from this source is obtained 
with an amount of mterference with trade which is 
almost imperceptible, and m return only foi services 
rendered and urgently needed , and all efforts to stimu- 
late its growth would involve the satisfactory mamte- 
nance and extension of a cheap and efficient system of 
railway tiansport, on which the realisation of such 
a revenue would directly depend, and which would 
be no less essential for successful and expandmg com- 
merce 

How far the anticipations of the further steady m- 
crease of Indian trade are justified by the facts will be 
seen from the following figures, which compare the 
imports of foreign merchandise and the exports of 
Indian produce in the last year, 1880—81, with the 
average of the five years 1874-75 to 1878—79, and 
the year 1856 In no single instance, excepting the 
exports of silk, is there anythmg but a satisfactory in- 
crease The following tables include all articles the 
annual values of which exceed 500,000^ — 


Imports 


Articles 

1856 

Average of 

5 years from 
l874r-76 to 1878-79 

1880-81 

Cotton twist and manufactures 

362, 000 

; ei 8,895,000 

: e 26,579,000 

Metals 

1,54^,000 

3,265,000 

3,780,000 

Liquois 

756,000 

1,336,000 

1,387,000 

Coal 

112,000 

835,000 

1,240,000 

Sugar 

168,000 

819,000 

1,611,000 

Woollen goods 

134,000 

780,000 

1,299,000 

Railway plant and rolling stock 

347,000 

767,000 

1,118,000 

‘ Silk goods 

139,000 

747,000 

1,350,000 

„ raw i 

274,000 

663,000 

1,067*, 000 

Provisions 

266,000 

765,000 i 

920,000 

Appaiel 

328,000 

665,000 

658,000 

Salt 

275,000 

656,000 

666,000 

Hardware 

— i 

442,000 

562,000 

Spices 

123,000 

401,000 

643,000 
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1 Articles 

ATerage of 
187^X^78 79 

— — r 

1880-81 

Opium 

Ootton,raw 

-nf\ Oil 'of stctur 6(1 

£6,201,000 

3,816,000 

£12,176,000, 

11,616,000 

906,000 

£13,690,000 

18,242,000 

1,908,000 

Bice 

Wheat 

Pulse 

Total grains 

Oil seeds 

Jute, raw 

„ manufactmed 

Hides 

Indigo 

Tea 

Coffee 

Wool 

Silk 

2,598,000 

174.000 

124.000 

6.363.000 

1.344.000 
266,000 

9.067.000 

3.278.000 
276,000 

£2,896,000 

1.273.000 

329.000 

432.000 

2.424.000 
63,000 

120.000 
483 000 

1.049.000 

£7,963,000 

6,210,000 

3,201,000 

663,000 

3.096.000 

2.973.000 

2.679.000 

1.432.000 

1.036.000 
861 000 

£12,610,000 

6.346.000 

3.936.000 

1.127.000 

8.733.000 

8.672.000 

8.054.000 

1.600.000 
1,224,000 

771,000 


Tt IS materiaUy impossiDie mai, uuc 
thus shown, both m production and consumption, can 

have taken place without a 
of the wealth and industry of the people , mid 
known facts of the increase of the area of 
cultivation m ad parts of the country, mica e the 
nrmcipal source from which that mcreased wealth has 
Lit derived, and to which that mdustry has been 
apphed That there are evils and difficulties from 
Xh some portions of the populafron suffer, is no 
doubt true for India as for every other country , but 
that the very remarkable growth of branches of 
the public mcome, which has taken place simultane- 
ously with an equaUy striking advance in the mtemal 
and external trade, evmced by the imports and ex- 
ports and railway transactions, should be compatiWe 
^th anythmg but an advancing condition of the 
^i>eople, IS directly contrary to all experience and, reason* 
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Tlie very evils, difficulties, and sufferings which it has 
been the lot of the people to endure, have afforded a 
proof of the improved condition of the community , 
for they have shown how vastly the recuperative 
powers of the country have increased, the penod of its 
greatest apparent prosperity having followed imme- 
ffiately on a penod of the most exceptional calamity 
In the face of these positive and continued proofs of 
general progress, it is irrational to give attention to 
vague assertions of detenoration, of which no defimte 
evidence is forthcommg, and which are based on mis- 
conceived generahsations from local and partial evils, 
such as are to be found in every human society however 
advanced And considenng how httle has yet been 
done to give India the advantages which are certainly 
to be secured by the adoption of improved methods of 
husbandry, by the institution of mdustnes smted to the 
local conditions of the country, and by caUmg in the 
aid of modern science and the outlay of sufficient capi- 
tal, the success already attamed m the development of 
its resources is most encouraging for the future 

There are some who doubt whether England wiU 
contmue to stand fast m that faith in the efficacy of 
free trade which many, among whom the authors of 
this work desire to rank themselves, hold to have ^een 
one of the most powerful causes of the extraordinary 
advance in wealth which our country has made m the 
last quarter of a century , but so long as she does, 
India offers a wide field for the appbcation of that 
faith, and for the diffusion of the benefits which it 
will certainly confer on those who follow it Though 
other countries be more or less closed to the industry 
of England by hostile tariffs, we possess m India a con- 
tinent the capacity of which, whethei to supply us with 
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agncultural produce, or to receive our manufactures 
m excliange, has only just begun to be developed, and 
the extension of which depends on our own conduct m 
throwing down the artificial barriers which we still per- 
mit to stand in the way of the free growth of the trade 
of that country The progress of this trade in the 
past year alone goes far to justify the behef that in 
this direction should be sought, and may be found m 
a comparatively short time, a most valuable set-oft 
against any temporary check or diminution of the 
progress of British commerce caused by the oppressive 
tariffs of protectionist nations 

The idea of tolerating, still less of stimulating, a war 
of tariffs between England and India is monstrous 
Whatever may be our position m respect to other coun- 
tries or colomes, here at least such an msane pohcy 
should not be permitted The future prosperity of 
India and England ahke demand the most complete 
freedom of commercial mtercourse between them It 
IS not easy to decide which country suffers most by 
the obstruction to the sale of its produce caused by 
customs duties, on the one side such as the Indian duties 
on the import of Enghsh manufactures, and on the 
other such as the English duties on Indian tea and coffee , 
the 3uty on tea bemg at no less a rate than 60 per cent 
on the value, and placmg on this article alone a burden 
of more than one uuUion sterling In neither case can 
a plea of necessity be accepted, and to talk of reci 
procity or compensating tariffs would be absurd Both 
countries require free markets, and it is equally true 
for both that no form of taxation is so prejudicial as 
that which restricts the free interchange of the pro- 
ducts of their industry Whether the subject be viewed 
from the side of the interests of India or of England, 
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the same conclusion must be come to, and it is smgular 
enoush-that amid all the discussion which has ansen 
as to the exclusion of Enghsh goods from foreign m^kets 
bv hostile tariffs, the mutually destructive customs duties 
of England, and India should not have attracted more 
attention, and should have been tolerated so long 
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CHAPTEE XVn 

OCTROI DUTIES 

OCTROI DUTIES EOR M:TJNICTTA.E PURPOSES — ORDERS US' 1868 TO PREVENT 
A.BUSES — ^RELAXED IN 1871 — LEGISLATION PROPOSED IN 1879 — ITS OBJECTS 
— ABUSES POINTED OUT BY BOMBAY CHjLMBER OE COMMERCE— EXTREME 
CASE OE XARACHI— DECISION NOT TO LEGISLATE — ^NECESSITY EOR EUTURE 
VIGILAISCE 

CiiOSBLY connected witli the subject of customs duties 
and trade, which have been treated of in the last two 
chapters, there is an important matter which must not 
be left unnoticed 

For many years past the Government of India has 
recognised the necessity of placing better checks on the 
system by which, thiough a large part of India, octroi 
duties and toUs are levied for mumcipal purposes It 
has been a constant complamt that these duties become 
taxes on goods m transit, and affect injuriously the 
general trade of the country ^ 

The orders on this subject issued by the Government 
of Lord Lawrence m 1868 contamed the first clear 
statement of the prmciples by which the levy of 
octroi duties should be regulated Their propriety 
Ifes never been successfully impugned, and they are 
quoted h%re — ‘ Such duties should be restricted to 
articles actually consumed in the towns, and not im- 
posed upon articles of general commerce or guffeyed tq 
interfere with the natural course of transit trade The 
Government of India has reason to beheve that these 
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sound principles, the truth of which has been estabhshed 
by the prolonged experience of those countries of-Europe 
in which octroi duties form commonly a source of mum- 
eipal revenue, have been frequently lost sight of, and 
that to meet the burden of an annually* increasmg 
expenditure upon pohce, education, or sanitary improve- 
ments, a wide-spread system of taxation has been intro- 
duced, injurious to mterests on which the burden in 
a great measure falls, and standing m the way of the 
proper development of the commerce of the country 
It IS to httle purpose that the Imperial Government 
reduces or abohshes customs duties m the interests of 
trade, if mumcipahties are permitted to levy duties on 
articles of commerce passmg through their hmits In aU 
parts of India mumcipal taxation is largely on the in- 
crease , and there is a growmg tendency to overlook, 
for the sake of small local improvements, the real m- 
jury that is being inflicted upon important general 
mterests ’ 

These orders also laid down practical rules by which 
the levy of octroi duties and toUs was to be regulated 
It was declared that duties on articles of consumption 
must fell entirely on the population of the town for 
the benefit of which they were levied, and that a jealous 
gua^ must be kept lest they should apply to any 
article belonging to the transit or general trade of the 
country The articles On which duties might and Tmgdit.^ 
not be imposed were enumerated 

In the first class were articles of food or drmk, 
animals for slaughter , articles used for fuel, for hght- 
mg, or for washing , articles used m the construction 
of buildmgs , tobacco, and some mmor articles of con- 
mimption The second dass, on which the levy of 
duties was prohibited, compnsed articles hable to 
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customs duty and imported mto India by sea — salt, 
opium, liquors, and drugs liable to excise duty The 
articles subject to duty were so chosen that mumcipal 
taxation should not encroach on imperial taxation, and 
that, m the* words already quoted, important general 
interests should not be overlooked for the sake of small 
local improvements 

It was also required that provision should be made 
for the refund of duty when goods were re-exported 
from towns, for bonded warehouses, and other pur- 
poses Eules were laid down regarding the levy of 
toUs, the principle being affirmed that they were not to 
be levied as a source of geneial mumcipal revenue, but 
only for the purpose of defraying the cost of construc- 
tion of particular works, or for their maintenance 

These orders of the Government of India were re- 
ceived with general opposition by almost aH the local 
authorities wherever octroi duties were levied , and for 
this plam reason, that their execution mvolved, m many 
cases, a serious curtailment of existmg mumcipal mcome 
In consequence of the pressure brought to bear by 
the local authorities, some relaxation of the orders was 
unfortunately allowed, in 1871, and authority was given 
to add the followmg classes of goods to those on which 
duties might be levied — ^Piece goods and other textile 
fabrics, and metals and articles of metal, provided that 
the duty should not exceed 1^ per cent ad valorem 

With these exceptions, the orders of 1868 were 
supposed to remam in force, and for the last ten 
years the Government of India has been trymg, not 
always very zealously, to get them earned out The 
Government of India is, m theory, supreme , but when 
its orders are regarded by local authonties and by Pro- 
vincial Governments as opposed to their interests, and 
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subject tQ whicb they apply is one on which the 
mpreme Government itself shows signs of lukewarm- 
ness oi^vided counsels, it is not difficult to treat such 
orders with so much passive obstruction and indifference 
that they are very imperfectly executed . So it has 
been with the orders regarding octroi duties Matters 
are undoubtedly better than they were, but they aie 
still far from satisfactory 

In 1879 the Government of Lord Lytton came to the 
conclusion that the only way by which a complete 
remedy for existing evils could certamly be found was 
by legislation, placing on all local authorities obligations 
impossible to be disregarded, which would prevent these 
duties operating as transit duties, or mterfering with 
the geneial mterests of trade, and which would guard 
agamst coUision with imperial taxation, or with the 
general prmciples of our commercial pohcy A BiU 
was accordmgly introduced into the Legislative Council 
by Sir John Strachey for these purposes The Secretary 
©f State, howevei, doubted the necessity of legislating 
on the subject, not because he in any way differed 
from the conclusions of the Government of India, or 
from any want of sympathy with the objects m view, 
on the importance of which he had often strongly in- 
sistefi, but because it seemed to him that the Govem- 
Enent of India would be able, by its executive authority, 
:o accomplish everything that was required It may 
oe doubted, judgmg from former experience, whether 
.his expectation wiU be fulfilled , but it is hoped that 
he Government of India will be more in earnest and 
nore successful in the future than it has been in the past 
Whatever measures, legislative or executive, be 
Aopted, the necessity for reform in regard to this 
oattqr is obvious and pressmg The following extract 
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from Sir John Strachey’s speech, on introducing hiJ^ 
Bill m 1879, will show the condition of things that has 
to be dealt with ^ — 

^ I will firgt refer to representations which have been made 
from time to time by the Bombay Chamber of Commerce, a 
body which has always taken a most enhghtened view of this 
whole question, and which has repeatedly pressed on the Grovern- 
ment (I wish their representations had had the success they 
deserved) the necessity for reform 

^ In an 'address presented to your Excellency by the Bombay 
Chamber of Commerce in December, 1876, the Chamber made 
the following remarks — 

* In the year 1875 the Chamber instituted an enquiry into 
the nature and extent of the transit and town duties levied by 
municipalities in the interior of this Presidency The results 
of this enquiry induced the Chamber to urge upon His Excel- 
lency the G-overnor of Bombay in Council the expediency of 
abolishing, in aU mumcipabties of the Presidency, all transit 
duties and all town duties having the character of transit duties,, 
and of confining town duties, in accordance with the principles 
of municipal taxation defined by the Government of India in 
its Eesolution dated 15th November, 1868, to a few articles of 
local consumption, such as ghee, firewood, fruit, vegetables,, 
fowls, eggs, and animals for slaughter, which did not enter intot 
the general trade of the country The Chamber, in its repre- 
sentation to the Government of Bombay, showed that transit 
duties in their native form were levied m Karachi, Broachf andS 
Surat , that m nearly every municipality in the mufassil, the- 
town duties levied were converted into transit duties by the 
stringent and illiberal nature of the rules under which refunds 
were granted , and that the duties levied by ©ertam municipal- 
ities on certam articles were very high In Karachi, for 
instance, the town duty on wheat was 2^ to 3 per cent , and on 
wool 1 to li per cent , of the value , in Surat, the town duty 
on yarn was about 3 to 3^ per cent, and on copper 5 per 
cent , m either case about the same as the imperial custom® 
duty, while in Ahmad^bAd the town duty on yam was no 

^ Speech in I egislative- Ooimcib Novemher 14, 1879 
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less than 6 ^ per cent , or nearly twice the imperial customs 
duty 

‘ The town duty levied on yam imported into Ahmad^bdd 
IS particularly objectionable It is, we believe, quite understood 
to be a protective duty in favour of the two miljs in that town 
against other yarn, whether of English or of Indian manufac- 
ture and constituted as the mufassil mumcipalities of this 
Presidency are, it illustrates the necessity of the strictest vigi- 
lance on the part of the Grovernment with respect to the rate 
and incidence of every tax imposed by these municipahties 
The town duty levied on yarn brought into Surat is open to 
similar objections, and we have mentioned a few instances in 
which the town duties in other places are much too high We 
earnestly hope that Your Lordship will order an immediate re- 
vision of all the taxes imposed by the municipahties of this 
Presidency to be made, abolishmg all transit dutie^ and all 
town duties having the character of transit dn ti es ^ 
have a protective effect, and reducing those which are high/^ 
press heavily on any article ” 

^ Again, on the 14th March, 1878, the Bombay Chamber of 
Commerce addressed the Government It said — 

‘ It IS, we believe, umversally accepted that the great prin- 
ciples of an octroi duty are that it should be small, and that it 
should never be allowed to operate as a transit duty Yet in 
numerous instances, whether the articles have already borne 
customs duty or not, the taxes levied, under the name of octroi, 
by district municipahties, are excessive, while the refusal to 
grapt refunds when the articles are re-exported, or the limita- 
toms or restrictions imposed on the granting of refunds, have 
the effect of converting the town duties paid into transit 
duties ’’ 

‘ The Chamber then gave a list of cases m illustration of that 
statement, and they added — 

‘ “ Numerous other instances could be furnished, but the 
Chamber has reason to believe that in almost every city and 
town mumcipality throughout the Presidency, excessive duties 
levied, and on articles on which no mumcipality should 
any right to levy a duty It has, however, been speciaJfy 
to the Chamber’s notice that at Birsi vety heavy 
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ta^es have been levied on machinery erected there, and that at 
Viramganm a duty of 4 per cent -was levied on hoop-iron sent 
there for the purpose of binding bales of cotton, and no refund 
was allowed At Wadw^n no duties appear to be charged on 
articles entering the town, but iron or similar articles cannot 
come out of it without being taxed at the rate of about 10 per 
cent a duty of Es 600 would be levied on the removal of an 
old cotton press Other impositions, and of a similar character, 
are, it has come to the knowledge of the Chamber, levied in 
many parts of the Presidency ” 

‘ I have quoted these passages only as illustrations of what is 
bable to occur at the present time, and of things that, at any 
rate, were actually occurring only a short time ago I do not 
say that in these particular instances the state of things thus 
described now prevails The Government of Bombay, since 
Sir Eichard Temple has been in Bombay, has been paying great 
attention to this subject, both in that Presidency and in Sindh, 
and I believe that things are much better than they were But 
although, as I say, I only give these as illustrations, it is im- 
possible to doubt that a more or less similar state of things 
exists in many places where octroi duties are levied One of 
the most preposterous illustrations of this system was to be 
found not long ago at Karachi Karachi, as we all know, has 
been — and we hope it will be a great deal more in the future — 
one of the chief ports for the export to Europe of Indian pro- 
duce One of the great stajiles of the country, which has its 
outlet towards the sea at Karachi, is wheat, and with the object 
of removing all ob'=5tacles to the growth of this most important 
trade, the duty on the export of wheat was everywhere abolished 
by the Government of India Two years ago, it was found by 
the Government of India that one of the very largest sources oi 
municipal revenue at Karachi was an octroi duty (levied at the 
Mlway station, and on goods which never came within mum- 
cipal limits, but were shipped directly from the station) at the 
rate of from 2| to 3 per cenr on all the wheat brought down 
from the Punjab and >Sindh for export to Europe I think nc 
terms can be too strong in reprobation of such a state of things 
It has now happily ceased , a better system has been m-trodu\.ed 
in spite of the strong protests of the mnnicii^hty of Kardcbi, 
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which naturally hked very much having its\ocal wants supplied 
at the expense of other people This is, of Pourse, an extreme 
case, and I do not mean to say that such f^ses are common , 
but, nevertheless, it is an illustration of what has been going on 

‘ Now, if such things he allowed, it is reP'Uy useless for the 
Government of India to attempt to estahhsh proper pnncipjea. 
of commercial legislation, and it may save itsllf the trouble of 
trying to reform its customs tariff, for when have taken off 
duties and earned out the principles of free tra|e, at a senous 
loss perhaps to the imperial revenue, traders and'^anufactureia 
may find that, after aU, they are no better off thauhefore, and 
that heavier burdens than those from which they haw been 
reheved have been imposed or are mamtained by local munci- 
palities for local purposes 

‘ We are often told that the great merit of taxation of this 
kind IS that it is popular, that the people have long been 
famihar with it , and that it is mexpedient to force municipal- 
ities to substitute unpopular taxation for imposts that are not 
practically felt by the people Now, up to a certain point, this 
IS perfectly true The Government of India has no desu-e to 
embark in any general crusade against octroi duties It has 
not objected to octroi duties when they are properly managed* 
Gomg back to the principles laid down in 1868 by the Govern- 
ment of India, from which, in regard to this matter, there has 
since been no departure, it was said — 

‘ « If these principles be strictly acted upon, and the duties 
be moderate in amount, the Governor-General in Cotmcil is of . 

■ opinion that there is m many parts of India nothing objection- 
able m this system of taxation for local purposes In wealthy 
commumties like those of Europe, it may be admitted that the 
balance of argument is in favour of raising municipal revenues 
by direct taxation only, and leaving the local trade entirely 
free But in so poor a country as India, it will, in the judg- 
ment of the Governor-General in Council, be more commonly 
the best course to combine direct with indirect taxation , for 
f by this means alone can a sufficiently brodd base be secured for 
msmg a sufficient income without undue pressure on fiidivi- 
duals So long as octroi duties on gram and other articles of 
ccasumption are kept at a moderate rate, they do notinjunously 
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affect small retail transactions witL wlncli the poorer classes are 
mainly concerned That such duties are commonly far moie 
popular m India than any direct taxation is a strong argument 
in their favour, and the prejudice against them, founded on the 
common prackce of England, should not be allowed to prevent 
their introduction under suitable limitations where there is 
reason to think that the general feeling would be to prefer them 
to other forms of taxation ” 

‘ The Grovemment of India stiU holds this view It makes 
no objection to octroi duties so long as they are properly regu- 
lated, but it refuses to allow them to become taxes on the 
general trade of the country With reference to the question 
of their popularity, I may add that it often happens that the 
greater the popularity of those taxes the more objectionable 
they are, for often in practice this popularity — as m the case I 
have just given of Karachi — only means that the people of the 
town have managed to provide for their own local wants without 
placing any burden on themselves , that they have transferred 
their own proper burdens to the shoulders of othei people, and 
thus the popularity of the tax leads sometimes to its being 
grossly abused ’ 

The foregoing remarks apply more especially to oc- 
troi duties strictly speaking, but it is undei stood that 
the system of levying tolls on vehicles and goods en- 
tering a town, in return for no services rendered, as a 
source of mumcipal revenue, has been earned m ^me 
parts of Southern India to an extent of which the 
Government of India was not aware when the Bill 
just mentioned was introduced, and to an extent which 
must ceitainly lead to the serious obstruction of trade 

When it was decided that these evils were not to be 
remedied by legislation, further executive oiders were 
issued in the sense of the proposed Bill The subject, 
however, is one which, to secure any effectual reform, 
demands not only the futuie vigilance of the Govern- 
ment of India, but also of those commercial mterests 
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which, are being injured to a far greater extent than 
they now suspect It may seem, at first sight, a not 
very serious hardship that English piece goods, for ex- 
ample, which have paid nothing to the imperial customs, 
should pay a tax of 1^ per cent on their value on 
entering a mumcipahty Every one, however, who 
knows anything of the operations of trade will be aware 
how mischievous a tax of even this small amount may 
be , and when octroi duties become transit duties, they 
may be levied m half a dozen places before the goods 
reach their destmation, so that the taxes actually paid 
from first to last may greatly exceed the maximum 
amount which is nominally chargeable 



CHAPTEE XVm 

WEIGHTS AND MEASURES 

EBI'OEM: op TOISHTS and MEASTOBS IJEEDEB IN’ rriBEEST OE lEADB — 

aijESTroir has eoh9 bstsased AHEimoir — E^rQ^7IBT Eff 1867 — rrs 

EEStaiS — COHDIMOH OE WBieHTS AHD MBASntES ET TAEIOHS PEO- 
TOTOES — lOTAi ABSBHCE OE HHlEOEMirr OE DEPIXIIE SIANDAEBS — 
BaSMEDlES EEOEOSED— ABOETIOH OE ENSLISH EOTn>D AS tmT OP 'WEIGHI 
EBJEOEED— EEASOHS POE PEEPEEEnfa KELOOEAlOn) — ^MAEEX EftrAt 10 
OEBIKAET rSDIAE SBEE— COFVEHIEirOB POE rOEEIS’7 JBADE— COACLT- 
BION ACCEPTED BY SECBEIABY OP STATE — ^AOT PASSED IN 1870 TO IBIA- 
BLIBH MLIEICAi STAITDAEDS— MODIEIED IN 1871 SO AS TO EYIEND ONEY 
TO 'STBI9HTS AND MEASDEES OE CAPACITY — ACT NOT BEODGHT INTO 
OPEEAHON BET STIEE IN POEOE— SBEIOTTS OBJECIIOES TO PEESEET 
ABSENCE OP PEOPEE STANDAEDS 

Among the reforms required m the interests of Indian 
trade there is none more urgent than that of the 
weights and measures , a reform which has been talked 
about for years, and the real necessity of which every 
one admits, but which cannot get itself accomphshed 
The powers of prejudice, and of those obstructions 
which meet every change however beneficial, have in 
t.hia case proved too strong to be oveicome up to the 
present time Athough future Governments may find 
the subject as difficult to deal with as their pre- 
decessors have done, and although there seems little 
probability of immediate action, it may be useful to 
give some account of the conclusions which have been 
accepted m prmciple, though to no practical efiect, by 
the Government of India 

For more than forty years this question of weights 
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and measures has, from time to time, engaged the 
attention of the Q-overnment The need of reform was 
a matter on which there had, for many years past, 
been no difieience of opimon It was admitted on aU 
hands that it would be difficult to exaggerate the in- 
convemence caused by the confusion and diversity of 
the existmg weights and measures, or, what was still 
worse, the fraudulent practices from which the poorer 
classes aie constantly suffering, owmg to the want of all 
proper standards by which the weights and measures of 
retail dealers can be tested and regulated But it was 
not until 1867, when Lord Lawrence was Viceroy, that it 
was seriously taken up with a determination to settle it 
In that year a committee was formed to consider 
the subject, on the evidence from aU parts of the country 
that had been collected for the purpose The general 
condition of the weights and measures of India, as it 
then was and as it stiU is, was thus described by General 
Strachey, who had been nominated President of the 
Committee of Enquiry — 

‘The diversity among the weights and measures used in 
various parts of India is as great as is well possible Through- 
out India the old standard of weight seems almost umversally 
to harre been the current com of the locahty, and the multi- 
phcity of coinages has been, and is still, accompanied by an 
equal or even greater multiphcity of weights Not only do the 
weights vary from provmce to province, but from town to town, 
and even withm the same town or rural distnct Different 
weights axe used m various trades in the sale of different com- 
modities, and m wholesale and retail transactions 

‘In Northern India the usual umt of weight is the tola, 
which IS the weight of the current rupee Ihe seer is a given 
number of tolas, varying from 70 to 100 The man (by the 
Enghsh commonly called maund) is usually 40 seers The 
rupee of the British Grovemment weighs 180 grains , the seer 
of the British Government being 80 tolas is equal to 2-^g- lbs. 
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avoirdupois, and the Grovemment maund is 82flbs avoirdupois, 
or lOOlb^ troy Local seeis and maunds vary on either side of 
21bs avoirdupois and 801bs avoiidupois 

^ In Southern India the original unit of weight commonly 
used was the pagoda, a com no longer current The common 
seer was 80 j^agodas, and was equivalent to 24 current lupees 
The maund of Southern India usually contains 40 such seers, 
and IS commonly divided into eight viss, or five seer weights, and 
40 poUums The candi, of 20 maunds, is another weight in 
ordinary use At Madras, the G-o\ernment some years back 
endeavoured to establish a local system of weights, on the basis 
of the rupee weighing 180 grains The seer was not acknow- 
ledged in this system, but would be 0 6171b The viss was 
3 0861bs and the maund 24 6861bs This system, however, 
never came into use In practice the commercial maund in 
the town of Madras is taken at 251bs avoirdupois, and the 
VISS and candi are modified accordmgly , but beyond the muni- 
cipal limits other weights are used 

‘ The weight in common use in Burma is called viss also , it 
IS 3 65 lbs and is subdivided into 100 ticals, each of 252 
grains 

^ In Gruzerat a seer of 40 local rupees weight, a maund of 
40 such seers, and a candi of 20 maunds are the common 
weights These maunds \ ary from 37 to 441bs , and the seers 
are about lib 

‘At Bombay the old seer was about 10 or 12 ounces avoir- 
dupois, being reckoned equal to 30 pice (copper corns) The 
maund being 40 such seers is nearly 281bs , at which it is now 
commonly reckoned This maund is the usual one also on the 
Malabar coast, south of Bombay, but the seer is the Madias 
one of 24 rupees weight, so that the maund consists of 46 to 
48 seers instead of 40 At Bombay and in the Deccan the sub- 
division of the seer is into 72 parts, called tank The Deccan 
seer is commonly 80 local rupees, or about 21bs The maund 
vanes greatly In the Deccan the weights seem to merge 
into the Madras system on one side, and into the systems of 
MAlwa and Northern India on the other The candi, at 
Bombay and the neighbouring commercial centres, varies foi 
almost each separate article of merchandise. 
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^ Measures of capacity are hardly known in Northern India 
In Bengal and Southern India they are more frequenily used, 
and, as a rule, are intended to be equivalent to certain deter- 
minate weights of gram In Burma gram is universally sold 
by measure There is, however, such great variety among 
measures bearing the same name that it would be useless to 
refer to them m detail No hqmd measures are believed to 
exist anywhere 

*The usual lineal measures are the cubit, or hdth, and the 
yard, or gaz, the latter bemg divided in North India into 16 
girahs or 24 tassus The hdth varies from 14 to 20 inches, the 
gaz from 28 to 40 inches Thirty-three inches is the length 
assumed for the gaz in fixing the oflScial land measures in the 
North-Western Provinces The coss is now sometimes taken 
to be 4,000 gaz, about 2 ^ miles, and sometimes half that dis- 
tance , but 5,000 gaz, equal to about 4,500 yards, or 2^ miles, 
would seem to have been the old coss of North-Western India 

* Measures of area are commonly based on the hdth or gaz, 
but vary so exceedingly from one district to another that no 
general account can be given of them Frequently the de- 
nomination of the land measures is the same as that of the 
gram measures, it bemg understood that the quantity of grain 
in a given measure will sow the area of land having the same 
name It is common m Southern India to find the land mea- 
sure of the same name differ considerably, according as the 
crops are irrigated or unirrigated For all Government pur- 
poses the Enghsh acre has now almost umversally been adopted, 
and the revenue records are, I believe, almost everywhere drawn 
out on this basis, though the local measurement is at the same 
time still recognised 

The immediate conclusion forced upon us, on a review of 
such a condition of things, is, that to establish uniformity it 
would be necessary to set aside what may practically be said to 
be the whole of the existing weights and measures of all sorts 

The Committee of Enquiry were not able to agree 
on the course to be recommended to the Government, 

Proposals rdatxng to the Ivifroductxon of tww Standards of "Weight and 
Measure m Brdish India , by Colonel Strachey October, 1867 
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and alternative plans were proposed for remedying the 
existing evils by establishing a umform system of 
weights and measuies The first of these proposals 
was based on the assumption that it was desirable to 
assimilate the Indian system to that of England, and 
the plan which received most favoui among those who 
held this view was to take the Enghsh pound as the 
new umt of weight The second proposal advocated 
the adoption of a new umt which should approximate, 
as closely as possible, to the existmg Indian seer, the 
most generally known of aU Indian weights The 
average weight of the seer had been ascertamed by 
enquiries aU over India to be about 2:|lbs avoudupois 
This being almost exactly the equivalent of the kilo- 
gramme of the metric system now in force throughout 
the whole of civihsed Europe, with the exception of 
England, it was proposed that a seer of this value, or 
2 2051bs , should be the basis of the new Indian system 

Although in deciding between two proposals of 
t.hia description reasons of a theoretical or scientific 
character could not be disregarded, yet Lord Lawrence 
wisely msisted that it was essential that oui conclusion 
should be based exclusively on a consideration of the 
convemence of the people of India, and that we are 
bound to select a system which shall be in aU rejects 
thoroughly and^permanently convement to them ^ 

The decision of the Government was commumcated 
to the Secretary of State m these terms — 

‘ We are of opinion that the adoption of the Enghsh system 
of weights IS not advisable Neither the Enghsh pound, nor 
any multiple of it, can be a convement umt of weight for India 
It has been almost universally admitted that the new umt should 

1 Despatch from the Government ol India to the Secietaiy of State, 
dated Noveml^er 6; 1868 
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approximate to the existing Indian seer, the average weight of 
which IS about 2Jlbs To reduce the seer to 21bs would be 
extremely unpopular and objectionable On the other hand, 
the kilogramme of the metric system, which weighs 2 2051bs , 
at once provides a seer, which would certainly be as acceptable 
to the people as any that could be chosen Fufther, we con- 
sider that on account of its simplicity and its symmetrical 
form, the metric system of weight in its integrity, will be more 
convenient for India than any other While it will be perfectly 
suitable for the internal wants of India, it will be in harmony 
with the system which has been already adopted in the greater 
part of the civilised woild, and which may ultimately be adopted 
by England herself In any case it will be more convenient for 
commercial transactions between England and India than any 
other system not really commensurable with that of England ^ 

The following is a summary of the reasons which led 
Lord Lawrence’s Government to these conclusions 

The only system of weights recognised by the 
Government, but never generally introduced for trade 
purposes, was created by Eegulation VII of 1833, a law 
which in fact served only as a basis for the currency 
It adopted as the standard umt, the tola, equal in 
weight to the rupee, or 180 grains, the seer was 
declared to consist of eighty tolas, and the maund of 
forty seeis Thus the seer was commensurable only 
with^the troy pound, and was equal to 2-^lbs avoir- 
dupois, and the maund was equal to 82flbs avoirdupois, 
or lOOlbs troy 

Although these weights, bemg the only ones recog- 
nised or defined by any Indian law, were to some extent 
introduced in Government transactions, and adopted in 
towns contaimng a large English community, no serious 
attempt was ever made to bring the system into use in 
the country at large, and it has never been generally 
known or used The seer of 80 tolas was incon- 
veniently less than the weights of that name in use in 
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the country at large, and there can be no doubt that 
this insufficient weight of the Government seer is one 
of the mam reasons which have made it disliked by the 
people, and which have prevented it from bemg more 
commonly adopted ^ The system, which from an iadian 
pomt of view had httle to recommend it, was, as 
General Strachey wrote m 1867, m its relation to 
Enghsh commerce inconvenient in the extreme It is 
founded on troy weights, which are only used for the 
sale of drugs in retail, and of gold and silver, and it 
has no exact equivalent in avoirdupois weight, which 
IS exclusively used m commercial transactions For 
these reasons the umversal adoption of this system did 
not seem desirable 

Ho reasonable person would piopose to adopt m 
India the Enghsh system m its mtegnty Every one, 
even in England itself, has always admitted that the 
English system of weights and measures is, in itself, 
most complicated and mconvement, and that the only 
reasons that can be given for maintaimng it are that 
the umt (the pound) has been clearly defined, that 
the system has existed for centuries, and that the 
people of England have become accustomed to it Any 
proposition to impose such a system on India would 
deserve no discussion * 

A proposal which met with much favour, however. 


^ In the debate on this subject in the Legislative Council on September 6, 
1871, the Lieutenant-Q-ovexnor of Bengal, Sir George Campbell, said, with 
regard to the impropriety of calculating tbe seer at 21bs avoirdupois, 
that ' he remembered in Luclmow serious discontent being caused by the 
introduction of a seer which weighed only 21bs The local seer weighed a 
fraction over that amount The dealers took advantage of the fact of a new 
seer being introduced, and charged the same price for the new seer as they 
had for the old, and so got the advantage of the difference between the two 
seers Every purchaser accordmgly found himself mulcted to a corre- 
sponding amount, and serious dissatisfaction resulted ' 
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•was the adoption of the Enghsh pound as the new unit 
of weight, -without the rest of the Enghsh system Two 
pounds avoirdupois would then make a seer 

The objections to this plan were considered by 
Lord La-wrence’s Government to be decisi-^e Eor, in 
the first place, the pound, although nominally the unit 
of Enghsh weight, is not convemently commensurable 
■with the ordmary weights used m wholesale dealings, 
■with which alone external commerce is concerned We 
cannot assimilate the Indian weights to the ton and the 
hundredweight, the commercial weights of England, by 
any scheme which takes the Enghsh pound as its unit 
To estabhsh in India a system in harmony with the 
system of weights m use m commercial transactions 
between the two countries, we must take the ton and 
not the pound for our starting point Further, the 
adoption of the pound as the umt of weight would be 
mconvement to the people of India in their internal 
transactions, the seer of 21bs bemg much smaller 
than the seer m common use It cannot be said that 
the general behef of purchasers, that loss is entailed 
upon them by a diminution in the standard of weight, 
IS merely fanciful That behef is really an expression 
of the fact that prices often depend not only upon com- 
petition but on custom 

By adoptmg for the new umt a seer equal to the 
kilogramme, or 2 2051bs , a weight was obtamed which 
differed httle firom the thousandth part of a ton, and 
the fiftieth part of the hundredweight, while it approxi- 
mated well -with the average Indian seer 

These views were otherwise supported in a mmute ^ 

This ^uotatioa is taken from a minute dated August 4, 1868, with 
which Sir Henry Marne expressed his concurrence ‘ on all points , ’ and the 
conclusions stated in it, so far as they referred to weights, were entirelv 
accepted by Lord Lawrence s i « *rBiy 
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written by Sir John Strachey, from which the following 
extracts are taken — 

^ There can be little doubt that, m the interests of the 
people of India, the best unit of weight to adopt would be a 
seer weighing, about 2 Jibs avoirdupois Such a seer would be 
almost identical with the kilogramme of the metric system, 
which weighs 2 2051bs All the advantages therefore which 
may be claimed for a seer weighing 2 241bs ^ or the thousandth 
part of an English ton, as the unit of retail trade m India, 
belong equally to the kilogramme The difference between the 
two is httle more than half an ounce, or per cent , a quan- 
tity that, with ordinary scales and weights, and in the ordinary 
transactions of life, is hardly appreciable So far as the unit of 
weight is concerned, it may be confidently aflSrmed that, for the 
purposes of retail trade, no value more generally convenient to 
the people of India, or more popular, could be given to the seer 
than the value of the kilogramme 

^ It remains to consider the interests of the wholesale and 
external trade of India 

< If we were to look only to the present, we should come to 
the conclusion that the most convenient plan would be to take 
the English ton as the basis of our system, in the manner 
already suggested But we must not look only to the present 
In the interest of the people of this country it would, as 
Colonel Strachey has urged very forcibly, be altogether unjusti- 
fiable to make any organic change in the weights of India, 
unless we are satisfied that it will be virtually final, and that 
there is no probabihty that further organic changes wail be 
required hereafter 

^ It therefore becomes necessary to take into consideration 
the probabilities of England abandoning its existing weights, 
and ultimately adopting the metric system 

^ Every country in civilised Europe has to a greater or less 
extent gone through the same process which we seem to be now 
going through in England The first feebng which has every- 
where prevailed has been one of absolute and universal hostility 
to the introduction of any new system of weights and measures 
having its origin in a foreign country, however mconvement the 
existing system may be The next step has been that men of 
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science have come generally to the conclusion that the metric 
system ought to be adopted Then, after, for the mpst part, a 
long interval, the leading men of the commercial classes have 
said the same Opinions in favom of the change have gone on 
gradually but constantly spreading, until at last the change has 
been, with more or less completeness, actually mS.de England 
■will apparently be, before long, the only country in the civilised 
world which will not have assimilated its weights and measures 
to those of the metric system It is shown by these papers 
that this system has been adopted in its integrity by France, 
Belgium, Holland, Italy, the Papal States, Spain, Portugal, 
Greece, Brazil, and the South American Eepublics , and that 
Austria, the Southern States of Germany, Switzerland, Sweden, 
Norway, and Denmark have adopted it in part Even during the 
last few months, progress in the same direction has been going 
on We have lately learned that Prussia and the whole of the 
States of the North German Confederation have, by a law 
passed by their parhament, adopted the metric system without 
modification, and that it will be brought into compulsory use 
fi:om the commencement of the year 1872, and optionally from 
1870 Considering the dislike which at the present time pre- 
vails throughout Germany towards everything that is French, 
there can be no more remarkable instance than this of the 
irresistible piogress of the conviction that the metric system is 
the only system smtable to the wants of a civilised nation 
When we see what is going on in all parts of the civilised world 
towards bringing about confornnty of weights and measures and 
coin^e , when we see how much progress has actually been 
made , and when we consider the unanimity of men of science 
upon this subject in all countries (for, in spite of a few great 
English names that may be quoted in support of other opinions, 
this unanimity really prevails), it seems impossible to believe 
that England, whose system of weights and measures is pro- 
bably as inconvenient as any existing in the world, will remain 
permanently content to leave matters as they are The 
metrical system has the great practical advantage of being based 
on proper scientific principles, of being the only such system 
actually m use, and of bemg m operation, at least partially, over 
the most advanced part of Contmental Europe These advau- 
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tages are •such as to satisfy me that it will never have any real 
competitor when the day for change has come The true im- 
portance of international uniformity in these things is at last 
beginning to be properly estimated, and the movement which 
has commenced in its favour cannot cease until it has been suc- 
cessful If the ultimate adoption by England of the metric 

system is inevitable, it would be altogether wrong to force 
India to adopt the existing English system Even if my anti- 
cipations be thought too strong, and the probabihties of the 
introduction into England of the metrical system be really far 
more remote than I suppose, it can hardly be said that they 
are so remote that it would be reasonable to leave them out of 
consideration It would be better to do nothing at all, and to 
let the weights and measures of India remain in their present 
state of confusion, than to run the risk of having, at some future 
time, to go through the process of altering them agam 

^ If we take the kilogramme foi our unit of weight, we may 
be satisfied that we are laymg the foundation of a system which 
will be perfectly convement for the internal wants of India , 
which will be in harmony with that of the greater part of the 
civilised world , which will probably be eventually adopted by 
England herself , and which m any case will be more conve- 
ment for the transactions between England and India than any 
other system can be which is not really commensurable with 
that of England A very large and increasing part of Enghsh 
commerces is with nations usmg the metric weights, and this 
system is therefore necessarily familiar to all English merchants 
To extend it to the Indian trade would be attended wilii less 
annoyance than to introduce any altogether new system 

‘ The question may peihaps be raised whether it would not 
be better to defer any action until all doubt has been removed 
as to the course that England wiU pursue Now the adoption 
in India of the existing Enghsh system being out of the ques- 
tion, the practical issue thus raised is the following — 

^ First, whether India should at once take as the basis of her 
weights the metric system, which she might do with complete 
internal convenience , with a reasonable expectation that 
England herself will before long adopt it also , and with the 
knowledge that its introduction into India will m no way cause 
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inconvenience in commercial transactions with, England greater 
than that which exists already , or — 

‘ Secondly, whether all reform should be delayed for an 
mdefimte period, with a view to India shaping its course in 
conformity with that which England may ultimately adopt 
The urgency for the removal of the evils of the present state of 
things m India— evils universally acknowledged to be real and 
senous— has to be balanced against the possible mconvemence 
that may be caused by a future difference m the system of 
weights in India and m England This difference would 
certainly never be greater than that which has always existed, 
and which now exists, and in all probabihty it might before 
long entirely cease 

‘ The conclusion is easy that delay should not be permitted 
for such a reason It is certain that the longer we delay m 
laying the foundation of a uniform system, the greater will 
be the difficulties with which we shah, have to deal The evils 
which result from the present state of thmgs must necessarily 
be felt more and more with the improvement of the means of 
communication, and with the progress of the country in wealth, 
education, and civihsation It is easier to make the commence- 
ment of a change now than it will be hereafter, when fresh m- 
terests have grown up, and when the power and inclmation to 
create opposition to the introduction of any new system will 
have become far stronger than they now are ’ 

For these reasons Lord Lawrence’s Government 
reported its conclusion to the Secretary of State that 
* the new unit of weight should be a seer equal to the 
kilogramme, or 2 2051bs avoirdupois ’ ^ The conclu- 
sion was approved by the Duke of Argyll, who was then 
Secretary of State, and m 1870 an Act was passed to 
give it the force of law Lord Mayo was then Viceroy, 
and the Legislative Council had the advantage of the pre- 
sence of commercial members of much emmence The 
measure received the warm approval of Lord Mayo, and 
it was passed by the Council without a dissentient voice 

^ Despatcli to Secretary of State^ dated Novemlber 6, 1868 



LAW INTEODUCESTG METEICAL SYSTEM, 351 

It bad been agreed by the Grovernment of Lord 
Lawrence and by tbe Secretary of State that it was 
expedient, in the first instance, to deal with weights 
only, and not with measures of length, the latter being 
a subject o^ less urgency It was, however, thought 
desirable by Lord Mayo’s Government, partly for tech- 
mcal reasons, to take the opportunity of also defimng 
in the new law the standard of length, on which, under 
the metrical system, the umt of weight depends The 
metre was declared to be the official unit of length, 
because it was apparent that the umt of weight bemg 
that of the metric system, the umt of length must almost 
of necessity foUow the same system The Secietary of 
State, however, thought that the ongmal conclusion 
was the better , that no reference to measures of length 
should be made m the Act , and he thought also that 
certain sections contaimng compulsory powers in regard 
to weights went further than was desirable A new 
Bill was, therefore, mtroduced by Sir James Stephen, 
contaimng the modifications which the Secretary of 
State desired, and it became law as ‘ the Indian Weights 
and Measures of Capacity Act, 1871 ’ 

The Eegulation of 1833 havmg been repealed as 
obsolete, the Act of 1871 is the only law on the siibject 
actually in force m British India Its principal pro- 
visions are as follows It declares that ‘ it is expedient 
to provide for the ultimate adoption of a umform 
system of weights and measures of capacity throughout 
British India,’ that the primary standard of weight 
shall be a seer, equal to the French kilogramme , that 
the unit of weight shall be the seer, and the unit of 
measures of capacity a measure contaimng one seer of 
water, that other weights and measures of capacity 
may be authorised by the Governor-General in Council, 
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subject to tbe condition that they must be •integral 
multiples or sub-dmsions of the prescribed units , that 
proper standards and sets of weights and measures of 
capacity are to be provided for use in the various dis- 
tiicts The Act then declares, with various provisions 
which need not be quoted, regarding the appointment 
of waiders, the verification of local standaids, and 
other matters, that whenever the Glovernor-General in 
Council considers that proper weights and measures of 
capacity have been made available, he may order that, 
after a fixed date, all or any of such weights and 
measures shall be used m deahngs and contracts by 
any Government office, or mumcipahty, or railway 
company 

This last provision defines the only power given to 
the Government for carrying the new law mto effect 
It was from the first decided by Lord Lawrence, and 
the decision was never altered, that the new system 
ought not, in regard to private trade and deahngs, to 
be forced upon any class of the pubhc, until that class 
was prepared to receive it with approval Whatever 
new system might be adopted, this would be equally 
expedient It is visionary to suppose that even if the 
Govarnment were mclmed to do anything so foolish, it 
could force upon the people of India, withm any defimte 
period, the adoption of any new system of weights and 
measures The views of Lord Lawrence’s Government 
in regard to the steps to be actually taken were ex- 
plamed as follows m the minute already quoted 

‘All who have studied the subject have agreed that the 
proper way of beginning the introduction of any new system 
would be to adopt it m all Grovemment and municipal depart- 
ments, and on the railways When we consider the manner in 
which India is bemg covered with a network of railways and 
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canals, wjucli will carry an enormous proportion of the trade of 
the country, and when we remember the magmtude of the 
operation of the G-ovemment in the Pnbhc Works, the Commis- 
sariat, the Post Office, the Customs, and in other departments, 
it IS reasonable to anticipate that, m a not very distant future, 
the country would have become so far accustomed to the new 
units, that the measures necessary for their general introduction 
could no longer be properly called compulsory I beheve that 
it may be confidently said that not many years would elapse 
before this would be true at least of the wholesale traders m all 
of the nchest parts of India, and that they would gradually, for 
their own convemence, adopt the new system almost without 
pressure on the part of Government When the wholesale 
traders had become accustomed to the change, its gradual 
mtroduction into the operations of retail trade would be at- 
tended with comparatively httle difficulty ’ 

In pursuance of this plan of proceeding. Lord Mayo 
opened commumcations on behalf of the Government 
with the prmcipal railway companies The East Indian 
and some other compames had gone so far as to alter 
their weighing machines to make them suitable to the 
new system, and Lord Mayo confidently expected to see 
the first steps towards this reform, m which he had 
taken a great interest, successfully carried out After 
his death a stop was put to further proceedings, and 
although fiom tune to time attempts have been made 
to renew them, they have always, through various 
causes, come to nothing, and matters remain m the 
same unsatisfactory condition in which they were 
found by Lord Lawience fifteen years ago We must 
be satisfied, for the present, with the knowledge that 
it IS something even to have failed in the accomphsh- 
ment of a wise undertaking, when the failure may 
help to prepare the way for success hereafter 

It need only be said fuither that the existing absence 
of aU recogmsed legal standards of weights and measures 
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jn India is not merely extremely inconvenient and ob 
jectionable for trade purposes, and conducive* to frau- 
dulent transactions among an ignorant population, but 
also IS most mischievous m relation to the collection 
of trustworthy statistics of any kind It i§ to be hoped 
that a more inteUigent view of this really important 
subject may before long prevail, and lead to the adop- 
tion m practice of the system which, having been 
authorised by the law, only requires the action of the 
Government in the manner that has been indicated to 
brmg it into early general use It may confidently be 
asserted that the acceptance of a sound and umform 
system of commercial weights and measures would be 
hardly less important and valuable to India than was 
the adoption of a uniform system of currency The 
pubhc mconvemence and mjury caused by the neglect 
of this matter have gone on far too long, and must 
contmue to increase as the country becomes richer and 
trade more active 
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EOTJEE — ABATES OE lAEB— DT BBEOAE — THE PEEMAEEEI SEITT.EAaa.T — 
ns SEEIOES ETHS— EA.TBS OE EAEB IE OIHEE PEOVIECES— lECOlDB TAX 
— ^EBGISTEATIOE— EXTEESIOE OE PBESBNI STSTEM BESIEABEE— STCOESSIOE 
TAX — ^DDfEICTJEErBS IE WAT OE ITS ABOPTIOE — TOBACCO TAX — OBJECIIOES 
TO IT — SEOAE BTTTT — MOEE PEACTICABEE — HOESE TAX— EOT EECOM:- 
MEEBED — OE 1IAEEIA6ES— EAUWAT IEAEEIO — OTHEES — COECIESIOES — 
EOTE OE DAEBHAESA ESTATE 

There seems, as already explained, no present cause 
for anticipatmg that it -will become necessary to impose 
upon the country any new oi onerous taxation On 
the contrary, there is every reason for beheving that we 
shall continue to see a steady improvement in the finances, 
and a diminution of the pubhc burdens , provided always 
that we contmue to improve the administration of the 
existmg sources of revenue , that we spare no efforts 
m developing the immense natural resources of the 
country , and refuse to hsten, both to those who tell us 
that India cannot afford to provide herself with rail- 
ways and canals, and the other machinery without 
which it IS impossible she should be really prosperous, 
and to those who, under the name of promoting indepen- 
dent enterprise, desire to diveit to foreign capitahsts 
the profits of such undertakings, which should become 
one of the most important sources of the national wealth 
It may nevertheless be useful, mdependently o^f any 
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questions of present or future financial necessity, to 
place on record some account of the schemes by -which 
It has, at various times, been suggested that the 
revenues might be improved by fresh taxation, for it is 
an obvious defect of the Indian financial system that 
the productive sources of taxation are so few This 
defect IS one of the inevitable consequences of the 
monotonous and primitive conditions of Indian social 
hfe and industry, and of the comparative poveity of 
the people, but it is, at the same time, an element of 
financial weakness which it is wise to bear m mind 
and, from tune to time, to remedy, so far as this is 
possible without faUxng into the far worse evil of 
worrymg and alarming the people -with new and un- 
necessary imposts 

But although new foims of taxation may be diflSicult 
to devise, it would be a great error to suppose that 
the limits of possible taxation have been nearly reached 
m India The country is, beyond a doubt, one of the 
most lightly taxed in the world, and there is not only 
no foundation for the assertion that taxation has of 
late years been increasing, but, on the contrary, it has 
positively been reduced It may be added, that whether 
we look to the mcidence of the land revenue, or to 
the total burdens imposed on the people, there is 
certainly no considerable native state in India where 
the taxation is so light as it is in our o-wn territories , 
and this relative advantage must in most places be 
much mcreased by the greatly improved means of com- 
mumcation, and the greater freedom and expansion of 
trade m the British provmces 

It would undoubtedly be possible, therefore, to 
mcrease largely the income of the State without serious 
injury to the mdustry of the country, and without 
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political danger, in the event of any great financial 
emergeiicy , such, for instance, as might conceivably, 
though most improbably, arise if we were suddenly to 
lose the greater part of our opium revenue, or if the 
dijficulties caused by the fall m the value of silvei m 
relation to gold should attain very alarming dimensions 

Bates on Land — ^Among possible sources of additional 
revenue the first to be considered is the Land , and 
if circumstances should arise m which the apphcation of 
heroic remedies became not only justifiable but neces- 
sary, there can be httle doubt, if regard be had to the 
true interests and reasonable wishes of India herself, that 
one source from which those remedies would, in part 
at least, be drawn is the land of Bengal 

Nearly ninety years ago Lord CornwaUis carried out 
the permanent settlement of Bengal 

It IS not overstatmg the facts to say that, in conse- 
quence of this settlement, which has been well described 
as ‘ one of the most unfortunate but best-intentioned 
plans that ever rumed a country,’ ^ at least 3,000,000/ 
of revenue is lost eveiy year with no compensatmg ad- 
vantage 

Accordmg to the official letums the total rental of 
Bengal at the present time is more than 13,000^000/ , 
and it IS certain that the actual rental exceeds rather 
tha.r> falls short of this sum If land revenue were paid 
at the rate prevaihng in those provinces of Northern 
India where the assessment is umversally admitted to 
be light, the amount yielded by it in Bengal would be 
at least 6,500,000/, while a settlement made on the 
system followed m the most prosperous parts of the 
Bombay piesidency would yield a very much larger 
amount The actual land revenue of Bengal bemg 
^ NxebiaJir; (^[aoted lay Mr O^Kmealy 
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only 8,700,000Z, it is a moderate computation, and 
one really mucli below the mark, to say that we are 
now losing 3,000,0002 a year from this cause 

The time wiE mevitably come when the intelligent 
portion of the commumty m the rest of India will ap- 
preciate the fact that, m consequence of an arrangement 
Ignorantly made nearly a century ago, the richest class 
in the richest provmce of the Empire bears far less 
than its just share of the pubhc burdens , that the other 
provmces, aU of them comparatively poor m natural 
resources, are therefore paying several miUions a year 
of taxation from which they would otherwise be exempt, 
and that, what they lose from this arrangement, the 
people of Bengal do not gam When this is understood 
and admitted, except by the zemmdars, in Bengal itself, 
the apphcation of the needful remedies will be an easier 
matter than it seems now 

It must not be supposed, from what has thus been 
said, that it is desired m any way to deny or undervalue 
the moral obhgation which rests upon us, of respecting 
the pledges given by Lord ComwaUis, at the permanent 
settlement, to the zemmdars of Bengal As Sir James 
Stephen has said m one of his admirable speeches 

‘ Those to whom we succeed, and whose pohcy laid 
the foundations of the power which we possess, dshber- 
ately gave to a large and influential class of the popula- 
tion, over which we exercise that power, a pledge on 
the faith of which relations have grown up which 
modify the whole framework of society No one is more 
strongly impressed than I with the importance of scrupu- 
lously mamtaimng the pledges given at the period of the 
permanent settlement 

'Speech in the LegidatiTe Oouncil, Apiil 6, 1871 This opportumty 
Tuay he taken of expressing the hope that Sir James Stephen will some day 
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But what we are bound to respect are the nghts 
which vfeve really bestowed upon the zemindars, and 
which they have lawfully enjoyed, and if the condi- 
tions of the permanent settlement be altered to the 
detriment o*f the zemindars, just compensation must 
undoubtedly be given to them for the loss of such 
rights, not for the loss of that gain which has been 
wrongfully usurped, and to which their claims have 
never been admitted by the Government or the law 

The preposterous claim of the zemindars, based on 
non-ezistent and imagmary stipulations in the permanent 
settlement, to be exempted for ever from all habdity 
to every foim of taxation, whether for general or local 
purposes, on their property in land, though stiU vehe- 
mently asserted by members of this class, have passed 
finally away from discussion by reasonable men The 
last ten years have seen the imposition, with the fuU 
approval of every Lieutenant-Governoi , every Viceroy, 
and every Secretary of State, of cesses upon the land 
in Bengal for local rd provmcial purposes, yielding 
nearly 700 OOOZ a yeai If the example be wisely 
followed hereafter, the apphcation of heroic lemedies, 
so far at least as merely financial considerations 
are concerned, may be avoided, however necessary 
they may be for other and possibly more important 
reasons 

And to such reasons, though they he beyond the 
strict hmits of the piesent discussion, a short reference 
must be made The Eeport of the Commission recently 
appointed to consider the question of the amendment 
of the rent law m Bengal, which included some of the 


give us the means of easy reference to his speeches and minutes, which are 
now scattered about m inaccessible places They will be a storehouse of 
piactical wisdom to all interested m India 
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ablest and most experienced men in the service of the 
Government of Bengal, and whose conclusions have 
been generally accepted by that Government, furnishes 
a melancholy commentary on the condition of things 
which has gtown up under the permanent settlement 
m this great provmce, containing nearly 70,000,000 of 
people, the vast majority of whom are dependent on 
the land for their support It would be out of place to 
give here any opimon on the particular remedial measures 
proposed But there can be no doubt that if the views 
of the Commission were adopted, and the legislation 
which it advises were carried out, something hke a re- 
volution would be brought about in the relations between 
the zemmdais of Bengal and the cultivators of the soil, 
and in the social condition of the province It will not 
be without a long and arduous struggle that these ques- 
tions will receive even a partial solution Meanwhile 
the bounty of nature happily counteracts the folly and 
mjustice of man, and Bengal cannot cease to be the 
richest and m some respects the most prosperous pro- 
vmce of India, although a large proportion of her people 
are condemned to poverty which, if justice had been 
done, they would not now be suffermg, and although a 
large j)roportion of her wealth has been uselessly thrown 
away 

The spirit of the views adopted to a great extent 
by the Commission may be gathered from the following 
passage, quoted from a paper appended to the Eeport 
by Ml O’Einealy, a distmguished officer of the province, 
and one of its members The accuracy of his statements 
will doubtless be called m question by those who admire 
the permanent settlement and the existing system of 
landed tenure in Bengal, but they cannot be passed 
over m silence, 
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^ The Grovemment revenue of the permanent settlement was 
about 2 , 8585000 ^ 5 and eight-tenths of the gross rental One- 
third of the land was waste, it is said On these conditions, if 
the whole of Bengal had been under cultivation, the gross rental 
would be 4,7^4,000^ According to the report of the Board of 
Eevenue,it was in 1877 equal to 13,037,000Z In other words, 
the rates of rent which were intended to be fixed by the perma- 
nent settlement have been trebled, and the ryots are now being 
compelled to pay an excessive exaction of 8,273,000Z yearly If 
this annuity be valued at twenty years’ purchase, it appears 
that we have deprived the cultivators of this enormous sum of 
165,000,000^ , and given it to the zemmdars, who still cry for 
more What large portions of this enormous income are 
squandered by ^^mismanagement, extravagance, and want of 
self-restraint ” may be gathered by a reference to the Eeport on 
Wards’ Estates for 1877--78 and other years During the last 
few years the Grovernment has spent crores on famine Every 
Administration Eeport since 1873 dwells on the bad feehng ex- 
isting, and the riots and murders which have occurred through 
disputes between landlords and tenants An Act to prevent 
agrarian disturbances had to be passed, and a committee ap- 
pointed to enqmre why the ryots m Behar had abandoned their 
holdings and fled to NTepal ’ 

The not uncommon supposition that nearly the whole 
of the land of Bengal is in the hands of a comparatively 
small number of very rich zemmdars is, of course, erro- 
neous A great number of nuddlemen has growji up 
But, notwithstanding the existence of a multitude of 
subordinate interests in the land, the fact remains that in 
the midst of the people whose conditionhas been described 
in the foregoing extract, and whose patient industry has 
created and maintains the great wealth of this magmfi- 
cent province, we have the spectacle of men whose 
annual income, given to them originally by the British 
Government in return for nothing, is sometimes reck- 
oned, not metaphorically but hterally, in hundreds of 
thousands of pounds, who discharge none of the duties 
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of landlords towards those whose nghts have been 
confiscated for their profit, and contribute almost 
nothmg towards the requirements of the State A 
note to this chapter contains a Eesolution lately pubhshed 
by the Government of Bengal, regarding the vast estate 
of the Maharaja of Darbhanga, in Behai, which afibrds 
an excellent example of the consequences which have 
followed from the permanent settlement ^ 

The destruction or non-recognition of the rights of 
the masses of the agricultural population has been by 
far the most senous and lamentable of the evils which 
have followed m the tram of the permanent settlement 
of Bengal If it had given prosperity and comfoit to 
the millions who cultivate the soil, there might have 
been 'sufficient compensation for the sacrifice of the 
revenue directly derived from the land, but this sacri- 
fice, while It has failed to benefit the people of Bengal, 
causes permanent mjustice to the whole of India, and 
unduly mcreases the burdens of the entire people 

It IS not only in Bengal that it would be possible, 
m case of serious emergency, to obtam, without injury 
to the agricultural mterests of the country, a larger 
contribution from the proprietors of the land It 
would be cause for regret should it become necessary 
to place further taxation on the landholders of Northern 
India, and it is very unlikely that such necessity will 
anse during the currency of the existmg settlements , 
but it cannot be doubted that ample means to bear 


^ As an amusmg but unfortunately true illustration, the following storv 
may he quoted — < The haihff of a wealthy landholder in Bengal lately wrote 

tn ^ “y “»®tei puinosea 

to ime the lents on his estate 6 per cent, m consequence of the recent 

proTidential fall of ram and 2 per cent more to meet the cess which the 
Goyemment has imposed on him m order to difiuse the blessings of educa! 
tion amongst his tenants ” ^ ® 
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additional burdens, if these should become unavoid- 
able, have been left to them by the hberality of the 
Government In treating of the new famme taxation, 
and elsewhere, enough has been already said on this 
part of the subject 

Income and Licence Taxes — ^The income tax as it 
existed in 1870-71, yielded, at the rate of 3^ per cent 
on incomes exceeding Es 500 a httle more than 
2,000,000Z, and with the better admmistration which 
could be secured, it would certainly, at that rate, now 
yield very much more A large sum could, however, 
without difficulty or the slightest pohtical danger, be 
raised, in case of necessity, by the simple plan of 
mcreasing the existing hcence tax and cesses By 
doubling their present late, which would still not 
bring them up to the rate at which the income tax 
was on more than one occasion levied, and extending 
their incidence to the official and professional classes 
in the manner that has been proposed, we should 
obtain at least 2,500,000/1 a year, or 1,500,000/1 more 
than the revenue now derived from these sources This 
IS obviously the easiest and best way of obtaining, in 
case of emergency, an immediate mcrease of revenue, 
and it shows very strongly the importance of holdmg 
this resource in careful reserve If the existmg system 
of direct taxation be wisely admimsteied and improved, 
it will become, not only one of the least objectionable 
among present sources of revenue, but would, if neces- 
sary, be capable of great expansion hereafter 

Registration — There is one plan by which a not 
ummportant increase of revenue might almost imme- 
diately be obtained, and which is so little open to 
objection that it might, m my opmion, be at once 
adopted It was suggested in 1879 by Mr F E 
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Cockerell, and consists m the development, into a 
source of revenue of the present system unddr which 
fees are levied on the registiation of documents ^ 

Under the existing law affectmg registration in 
India, all written mstruments are divided into two 
classes, — those which must be registered, and those of 
which the registration is optional 

It may be said generally that the first class com- 
prises documents afiecting immovable property, and 
that the second mcludes all other documents Fees 
are levied on all instruments brought for registration 
When registration was m its infancy, it was necessary 
to its success that it should be as cheap as possible, and 
the system has hitherto been worked on the assumption 
that it IS not to be a source of revenue It has now, 
however, been for some sixteen years in common use , 
it has become thoroughly famihar to the people , the 
practice of registration has become almost ever 3 rvFhere 
greatly developed, and there is no reason to fear that 
a moderate enhancement of the fees now charged 
would check its progress There has been a general 
agreement of opimon, on the part of the Local Govern- 
ments and officers who were consulted, that these fees 
are ^ most proper source of revenue, and a committee 
of experienced officers, appointed to consider Mr 
Cockerell’s proposals, reported m favour of them 
These proposals were, first, to abohsh the hnoit of Es 
100, below which value the registration of documents 
affectmg immovable property is not now compulsory, 
and thus to enforce the registration of all documents 
affectmg such property , and, secondly, to raise the 
fees for all registration, from two-fifths to one per 


* The foBowing account of these plans is taken from Mr Bazett Colvin’s 
note on taxation m India, and veiy often in his own words ^ 
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cent OH the value of the property affected by the 
registration 

As a financial measure, the first proposal has 
little importance, but on administrative grounds it is 
highly desirable that it should be adopted It has 
been proved by experience in India to be necessary to 
pi o vide for the authentication of all written instruments , 
every Local Government in India has supported the 
proposal, and it can hardly be doubted that, apart from 
financial considerations, it will before long be carried 
out 

The second proposal, that the fees on all registra- 
tions should be raised, is financially more important, 
and there has been a general consent of opimon among 
the authorities consulted that this measure might be 
adopted without objection 

Mr Bazett Colvin, who was President of the Com- 
mittee of Enquiry into the subject, has stated, in the note 
to which reference has been made, his reasons for 
believing that we might obtain m this way a gross 
annual revenue of about 700, 000^, and, taking the 
probable expenditure at about 200,000/ , there would 
be a clear gain to the treasury of say 500,000/ a year 
It IS possible that this estimate would prove too^ high 
at first, but, on the other hand, it is probable that it 
would ultimately be exceeded This is one of the best 
suggestions yet made for addmg to the revenue , there 
IS complete evidence to show that it could be collected 
without dissatisfaction, and that no important objection 
of principle to it exists In France, the revenue deiived 
from the registration of assuiances amounts to upwards 
of 18,000,000/ a year, and although any comparison 
between the two countiies would be absurd, there is 
in some respects, and especially m the minute sub-divi- 
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Sion of property in land, an analogy between ibe social 
circumstances of IVance and# of British India, from 
which instructive lessons may sometimes be drawn 
Succession Tax —A form of new taxation frequently 
talked about in India has been a succesILon tax , but 
the behef in its expediency and suitabihty for India 
has been given up by every one who has studied it 
Little can be said regaiding it which has not already 
been said by Sir J P Grant, Sir Henry Marne, Mr 
Oolvin, and others ^ No machinery exists for collecting 
such a tax m India In England, a legacy and piobate 
duty IS levied without difficulty, because all property 
must pass at its owner’s death mto the hands of ex- 
ecutors and administrators, who have no interest in 
defrauding the State, and can be used as quasi-pubho 
fanctionaries for the collection of the tax Almost all 
personal property m England takes the form of invest- 
ments, which constitute a debt payable to the deceased 
person’s estate The law has only to declare, as it 
does, that no debt due to an estate can be discharged 
except by payment to the deceased’s personal represen- 
tative, and the debtor’s private mterest is at once 
enhsted on behalf of the pubhc revenue He will 
not expose himself to loss by paying his debt mto the 
hands of any one but an executor or admimstrator 
In India these conditions are almost reversed Per- 
sonal property seldom takes the form of investments 
Capital IS laid out not m scrip, stock, insurances, &c , 

^ See m partioular (1) Sir J P Grant, in letter from Government of 
Bengal to Government of India, dated May 29, 1860, (2) TVfRmnTii.Tiili,TTi on 
succession duties, by Mr J Strachey, dated October 19, 1866 , (3) Minute 
by Hon H S Marne, dated August 12, 1867, (4) Note on the possibility 
of farther taxation m India, by Hon B W Oolm, 1880 Nearly all 
ttiat 18 here said regarding a succession tax is taken from these papers, often 
m the words of their authors 
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but m cash, buUion, and precious stones , nor is there 
any possession of thesp by temporary representatives 
through whom a duty can be collected They pass, in 
domestic secrecy, on their owner’s death, mto the hands 
of his heirs^ and are not even seen by anybody but 
the persons interested Sir Henry Marne’s conclusion 
was that ‘no approach to fairness could be made in 
the assessment of such a tax, unless the procedure 
were made to the last degree inquisitorial ’ This im- 
possibihty of justly assessing personalty is alone an 
insuperable objection to a succession duty Unless 
personal property can be reached, it would be paid 
almost exclusively by landed proprietors 

Another important argument against a succession 
tax has been forcibly stated by Sir Henry Maine It 
has been said that a tax on inheritances is levied at a 
time when its payment is httle felt This would not be 
true in India Jomt ownership by famihes, clans, and 
commumties, stiU prevails largely When a member of 
such a commumty dies, his co-proprietors gain so far 
as his requirements for personal expenditure go, but 
lose by the produce of his labour Ta a poor com- 
mumty his earmngs usually exceed his expenses, and 
thus a man’s heirs are commonly made poorer instead 
of richer by his death The argument that a sucdbssion 
duty IS a well-timed tax, which is often untrue m Eng- 
land, would be almost always so m India 

No form of direct taxation would be more unpopular 
or more difficult to assess One suggestion, however, 
was made by Sir Henry Maine which stiU deserves con- 
sideration He said that, although a succession tax 
was unsuitable foi India generally, it might be practic- 
able m Lower Bengal, where there is a nearer approach 
than elsewhere m India to the English law of probate 
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and administration, and a greater tendency to substitute 
tbe mdividual for the family as the umt of ownership 
It must be added that the changes in the law of 
probate and admmistration, now under the consideia- 
tion of the Legislature, may, m process of time, cause 
important change m the present condition of things , 
better data than now exist for the assessment of per- 
sonalty may become available, and a succession tax 
may become, in many parts of India, a more suitable 
tax than it would be at present 

Tobacco Tax — ^Another tax which has been fre- 
quently recommended for India is a tax on tobacco 
Everythmg seems at first sight to recommend tobacco 
as a subject of taxation It is not a necessary of hfe 
It IS consumed by a very large proportion of the popu- 
lation, and the effect of a moderate duty would scarcely 
be distmguishable among the fluctuations to which the 
price of tobacco is constantly hable Frequent atten- 
tion has been given to this subject, and durmg Lord 
Lytton’s admmistration it was carefully reconsidered 
The same conclusion, however, has always been come 
to, that the idea of raismg a large revenue from this 
source must be abandoned 

We may put aside, as impracticable, except under 
the pressure of some financial catastrophe so great that 
it would justify almost any experiment, the idea of 
estabhshing a G-overnment monopoly of the sale of 
tobacco throughout India Such a monopoly might 
doubtless, if it were possible, yield a large revenue, 
perhaps 3,000,000/ oi 4,000,000/ a year , but no ap- 
proach has hitherto been made to the suggestion of a 
scheme by which this could be done 

The only other plan that has been seriously pro- 
p(^ed, and the only one which has seemed to offer any 
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real ciia'Qces of success, is to place a special tax on the 
cultivation of the plant This is by no means impos- 
sible, but the objections and difficulties would be great 
The amounj and value of the tobacco produced on 
different soils varies so much, that a uniform rate on 
cultivation, sufficiently high to be profitable, could 
hardly be imposed without pressmg very heavily on the 
poorer soils, while differential rates of duty would afford 
great facihties for corruption and fraud The yield of 
tobacco m Bengal is said to range from 1601bs to 
3,2001bs per acre, and the cost of cultivation fiom 
Es 4| to Es 50 per acre, while puces vary from Es 2 to 
Es 22 per maund (821bs) It is another serious ob- 
jection, that, although ultimately paid by the consumei, 
the tax would have to be advanced in the first instance 
by the producer It would thus be levied in the most 
inconvement and objectionable way possible , and con 
sidering the comparative poverty of the majority of the 
Indian agricultural population, their ignorance, and 
their general dependence on the money-lender, not only 
would this payment in advance of a tax which they 
had to recover from the consumer, be extremely dis- 
tasteful, but there can be httle doubt that a portion of 
the impost, or an addition to it, would ultimately rest 
upon them, and that they would be unable to pass on 
the whole of the burden AE these objections would 
be mcreased, m many parts of India, by the great 
difficulty of preventmg the introduction into the 
markets of tobacco irom Native States, or by other 
methods of smugghng , and to whatever extent tobacco 
that had not paid duty might enter into general con- 
sumption, the tax would to a corresponding extent 
fall upon the producei, and would be irrecoverable from 
the consumer The same would probably happen 
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wlienever accident of season or other cause mi|5lit lead 
to the total or partial loss of the crop upon which the 
duty had been paid in advance , for it would be liaidly 
possible, in practice, in most parts of Indja, to make 
refunds of the duty on such grounds 

Another fact must not be forgotten Tobacco is 
almost umversally consumed, and is looked upon as 
almost a necessary of hfe Whatever means were 
adopted, the tax would only be largely productive if 
it fell ultimately on the classes which form the great 
mass of the community It would be paid by the same 
classes which now pay the salt tax , and if it should 
become necessary to mcrease the burdens which they 
already bear, this object would be more easily and 
economically gained, and with far less vexation to the 
people, by increasing the existing tax upon salt tlian by 
imposmg a new tax upon tobacco That any increase 
m the rate of the salt tax would be one of the greatest 
possible mistakes, unless m most exceptional circum- 
stances, and, on the other hand, that its present reduc- 
tion would be financially a most desirable measure, has 
been shown m another chapter 

Sugar Duty — ^Another tax which has been suggested 
is arp excise duty upon sugar ‘ If,’ writes Mr Colvin, 

‘ it should be desired to raise a considerable sum of 
money by mdireot taxation, an excise laid upon sugar, 
accompamed by a correspondmg impoit duty, would no 
doubt supply it There is, indeed, no other indirect 
tax which, if levied at an equal rate, would bnng m 
such large returns It would fall upon an article which 
IS perhaps more of a luxury than anything else that is 
generally consumed in this country Moreover, it 
would be a tax upon more than one luxury, for in 
most, if not aU parts of India, the tobacco that is 
✓ 
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smoked 'by the people is mixed with an equal weight 
of sugar Smokers, therefore, would pay a tax, which 
would be equivalent to a tobacco tax, upon the sugar 
which they consume m this form, m addition to the tax 
levied from them for the sugar that they eat ’ Mr 
Colvin thinks that we may assume, although the data 
are very imperfect, that the total value of the sugar 
consumed in British India in a year is about 20,000,000/ , 
and an ad vaht em duty of 5 per cent would yield about 
1,000,000/ of revenue The average mcidence of such 
a tax would be less than three farthings per head of 
the population It has been suggested that it might 
either be levied by a hcence fee on the boihng pans, 
or by a hcence fee on sugar mills, or by an acreage 
rate on cane cultivation and date groves 

This would be on the whole a better tax than one 
on tobacco, but it would be very unwise to adopt 
it without extreme necessity It is unnecessary now 
to discuss its merits and dements , it is obviously open 
to nearly aU the objections which have been urged to 
a tax upon tobacco 

House Tax — ^In theory, a house tax has much to 
recommend it , but it has been shown by experience 
that among all Indian taxes there is perhaps no* one 
so umversaUy unpopular as this The foUowmg re- 
marks are taken from Mr Colvm’s paper — 

‘ A house tax m India is pecuharly open to the great objec- 
tion which hes against direct taxation in aU countries, viz that 
it cannot be fairly assessed As the tax is at present levied, 
it IS assessed in one of two ways either by a rate upon the 
assumed rental or value of the house, or by one calculated 
upon the supposed means of the house-owner Now, in India, 
there is no certain rental on which to base a calculation A 
house IS bmlt for occupation by its owner and his descend- 
ants, hardly ever for the purpose of being let Itenting, 

s B 3 
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except m large towns, is unknown, and there is nt) recog- 
nised letting value of buildings in other places In the 
absence of any actual rents, the assessors are driven to con- 
jecture them It is not to be expected that assessors, being 
at liberty to guess, should always care to guess fairly, and 
much mjusttce is done, no doubt wilfully Even when they 
endeavour to be fair, the tax is not made palatable because its 
assessment may be equitable A native of this country can 
never recognise any justice in an assessment so calculated 
He can understand, though he does not like, a tax that is cal- 
culated on income, or one that is calculated upon actual erpen- 
diture , but a tax reckoned upon his imaginary rental seems 
to him to be neither one nor the other, but simply exaction 
It might be supposed that the house itself would furmsh no 
bad indication of its owner’s means But in TuHia, where men 
do not at once change their houses with then fortunes, this is 
not the case It is notorious, on the contrary, that such a test 
would be very delusive A prosperous trader in this country 
will often be content to occupy a mere cluster of sheds, whilst 
an honourable, but ruined, family will contmue to hve in a 
substantial house, bmlt, by wealthier ancestors, long after it 
has become much too large for their diminished means 
Another important objection to a house tax is that, with all 
Its unpopularity, it would not produce much It would, I have 
no doubt, be found that the agncultunsts must be exempted 
from it They already contribute their fair share to the public 
revenue, and though it might not be unjust, perhaps, to 
impose a house tax on them, this tax could not, I am persuaded, 
be levied fi:om them without danger If the tax did not 
extend to the agricultural commumty, three-fifths of the whole 
number of taxpayers would be exempted The proceeds of 
the tax would not be dimimshed in quite the same proportion, 
as the rate of mcidence would be less in the countiy than in 
the towns , but as much as one-third or one-half of the income 
would probably be lost ’ 

Marriages It is unnecessary to discuss at length 
the propriety of a tax upon marriages, though some 
duthonties have advocated it, on the eround that it. 
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would produce a large revenue and that it might 
check, to some extent, the excessive expenditure often 
incuned on marriage ceremomes in India Mr Colvin 
has clearly shown that such a tax could not yield much 
revenue, except at the cost of extreme unpopularity , 
for to be profitable it must reach the masses of the 
people It has been calculated that it would affect four 
milhons of families every year, and that it would affect 
the entire population of the country, or thirty-six 
milhons of families, in the course of every nme years, 
while three-fourths of it would be paid by the poorest 
classes m the country These figures are alone sufficient 
to condemn the proposed tax 

Railway Trafie — The only other tax which has been 
suggested, which it is necessary to mention as a possible 
source of imperial revenue, is a tax on railway fares 
and freights, similar to that levied in France and some 
other countries in Europe In the existing circum- 
stances of India, and considermg that a large and 
increasing proportion of the railways belong to the 
State, this would be a questionable tax , but there is 
no doubt that it could be made to yield a considerable 
sum, say 500,000Z a year, and that it would be collected 
without any difficulty, and almost without expense In 
the event of the complete abohtion of all cS.stoms 
duties, such a tax as this might m the future afford a 
useful and equitable means of brmging the growmg 
trade of the country under contribution, m a form that 
would be as httle open to objection as any such tax 
could be 

Miscellaneous — Other taxes have been suggested 
which might sometimes be levied without objection for 
local or provincial purposes, and which might thus 
be useful, but which, as general sources of imperial 
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revenue, "would financially be hardly worth ynposing 
or would not be otherwise suitable Mr Oolvin has 
noticed all the more important of them Among them, 
he mentions one tax which, under proper regulations, 
would be open to no objection whatever^-a tax on 
the privilege of carrying arms Taxes on conveyances 
and beasts of burden, taxes on retainers and servants, 
taxes on betel-leaf or pan, and some others, might also, 
in some provinces, be imposed "without hardship or 
serious unpopularity , they would sometimes give useful 
aid to pro'vmcial resources 

General Conclusions — ^The general conclusions which 
seem to be estabhshed are these first, that the exist- 
mg revenue is so piosperoiis, and its mam sources so 
certainly mcreasmg m productiveness, that there is no 
reason to suppose that recourse to new and untried 
methods of taxation -will become necessary , secondly, 
that there would be httle difficulty, m case of necessity, 
in almost immediately mcreasmg the revenue, yielded 
by existing and other taxes of a little objectionable 
nature, to the extent of at least 2,000,000/ a year , and 
thirdly, that if a much larger sum than any which could 
be pro-Tided by such means, or by the growth of exist- 
mg revenues, should be required m consequence of 
some "great financial catastrophe, the income of the 
State could certainly be mcreased by several milhons a 
year without injury to the country, but that before 
any measures were taken m such a view the whole 
question of taxation m Bengal should be reconsidered, 
"With the object of placing on that pro"vmce that fair 
share of the pubhc burdens which it now fails to bear 
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NOTE TO CHAPTEE XIX 

Extract from a Resoluhon of the Lieutenant-Qove't nor of 
Bengal^ dated June 24, 1880 

Thf Durbhunga estates were taken o\er by the Court of 
Waids on the death of the propiietoi. Maharajah Maheswar 
Sing, on October 20, I860, and were released on September 25, 
1879, when the present Mahaiajah,Luchmeshwar Sing, attained 
his legal majoiity 

The estates eompiise an area of about 2,410 square miles, 
witn a population of 750,000 souls, and are scattered over the 
■districts of Durbhunga, Mozufferpore, Bhagulpore, Pumeah, 
and Monghyr The bulk of the population is ruial and agri- 
cultural , the Hindus being to the Mahomedans in the ratio of 
ten to one , and, of the Hindus, one in eveiy nineteen being a 
high-caste Biahmin 

When the Court of Wards took charge in 1860, the con- 
dition of the property seemed almost hopelessly bad The late 
Maharajah had left a daughter, Eajeshuree Daee, and two 
minors sons, Luchmeshwar Sing and Eameshwar Sing, aged 
respectively two years and under one year The gross annual 
rental of the estates was nominally Es 16,39,357 (163,000i) 
and the Government levenue only Es 4,07,484 (40,0002 ) But 
the management had for jears been left entirely in the hands 
of underlings All the villages were leased to farmers, most of 
them relatives of the Eaj servants, who had got their leases on 
favourable teims Others were outsiders, men of straw, who 
had nominally undertaken to pay lents far above the value of 
the lands, and who made what they could by rack-renting the 
ryots and levying illegal cesses, without attempting to satisfy 
the Eaj demand Secuiity for payment was never taken from 
the farmers Pottahs and kabuliats ^ were seldom interchanged 
The correct rental of the villages was nowhere recorded 
Putwaris ^ papeis were seldom forthcoming The outstanding 
arrears of rent, at fiist unknown, proved to amount to Es 
56,44,972 (564,0002 ) There were other debts due to the 

^ Leases and then countei parts 
Village accountants 
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estate, aggregating Es 3,37,775 (33,000Z ) The dehts due by 
the Maharajah to creditors amounted to a crore of jupees, of 
which the Court of Wards was compelled to admit Es 71,88,427 
(718,000Z ) The estates were destitute of roads and bridges 
The palace was neglected and in ruins , its courtyards quag- 
mires , its environs a hopeless waste of jungle, pools, and filth 
Notoriously all the epidenaics of the town took their rise in the 
Eajbaree There were no refuges for the sick, no resting- 
places for travellers , not a school on the whole estate No 
reproductive works of any kmd had anywhere been attempted 
On the surrender of the estate to the Maharajah last 
year, all this had been changed The rent-roll had been re- 
adjusted, and although reductions of rental had been made 
amounting to Es 5,92,323 (59,000i ), the gross rental (includ- 
mg that of a few small properties purchased) was Es 21,61,885 
(216,000Z ) The outstanding arrears of rent due to the estate 
were Es 18,51,397 (185,000? ) (less than a year’s demand), of 
which Es 14,51,664 (145,000? ) were good, and in process of 
realisation All debts had been paid off long ago There was 
a cash balance in hand of Es 2,75,733 (27,000? ), besides 
Grovemment securities of the value of Es 38,54,500 (385,000? )* 
Over 150 miles of road had been constructed and bridged (in 
many places with screw-pile viaducts), upwards of 20,000 trees 
had been planted along their sides Feeder and village roads 
had been made and improved In Elurrukpore extensive irri- 
gation works, securing that property against famine, had been 
made and opened A large bazaar had been bmlt at Durbhunga, 
including a handsome public serai 

In lieu of the ruinous system of farmmg leases, the whole 
estate had been brought under direct management Collections 
were made without friction or difficulty The outlying zerat ^ lands 
had been eqmtably settled with indigo-planters, while those in 
the noimty of villages had been reserved for the ryots, thus 
putting an end to the constant disputes between the factones 
and the cultivators Hundreds of small embankments, water- 
channels, tanks, and wells had been constructed from advances 
made without interest to the tenants Complete surveys had 

^ Cultivated lands 
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been made of the greater part of the property, and a consider- 
able area had been re-settled to the advantage both of the estate 
and of the cultivators Twenty vernacular schools had been 
established by the Eaj, educating 1,000 children, aid being at 
the same time given to other educational institutions not 
belonging to *the estate Three admirable hospitals were kept 
up for the use of the tenantry, while assistance was also afforded 
to SIX charitable dispensaries in various places near Above all, 
both the Maharajah and his brother had received a thorough 
Enghsh education, were proficient in manly exercises and free 
from the vices which are too often the rmn of native magnates 
The Maharajah had been trained to manage his own affairs and 
to take a lively interest in the welfare of his people, while his 
brother had been deemed fit for appointment to the Civil 
Service of the province, in which he is now an assistant magis- 
trate They had both travelled over the greater part of Upper 
India, and made the personal acquaintance of the Viceroy, 
Lieutenant-Grovemor, and other high oflRcers of State, as well 
as of many native potentates, to all of whom they commended 
themselves by their unassuming intelhgence and gentlemanhke 
demeanour 

Durmg the incumbency of the Court of Wards, the ag- 
gregate demand of rent due to the estate amounted to Es 
4,26,79,578(4,267,0000 Of this, Es 3,54,66,458 (3, 546,000Z ) 
or 83 per cent was collected, and Es 55,39,610 (553,000i ) 
remitted The total receipts from all sources during the 
management were Es 4,84,50,669 (4,845,000i ), and the total 
disbursements Es 4,80,86,228 (4,808, OOOi ), of which Es 
B2, 90,934 (329,000Z ), or only 6 7 per cent of the r^eipts, 
represents the cost of management Es 80,41,113 (804,000? ) 
were expended in payment of Grovemment revenue, and Es 
31,98,000 (319,000? ), or 6 5 per cent of the receipts, in the 
allowances of the family, includmg social and religious cere- 
monies 

The Lieutenant-G-ovemor observes, however, with regret 
that while the Court of Wards has done so much for the pro- 
pnetor of the estate, it is frankly admitted by the manager 
that the condition of the Eaj tenants is not generally prosperous 
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Many of them are said to be living merely from hand^to mouth, 
having suffered much from successive bad seasons It is urged 
that they would have been much worse off had it not been for 
the good roads made, enabling them to take advantage of the 
high prices of produce, the hberal remissions of rent in famine 
years , and free advances of money given wifhout interest 
They have also, it is stated, been relieved of multifarious 
illegal cesses, and from the unjust exactions of ticcadars or 
petty leaseholders, are more alive to their legal rights, and 
less m debt than they were in former years Granting all this, 
there can, Sir Ashley Eden fears, be little doubt that the 
cultivators on the Durbhunga estates are suffering from the 
same causes which in long course of years have reduced the 
peasantry of Behar generally to a lower level than that of the 
ryots in Central and Eastern Bengal There has been in yeais 
gone by, under the Court of Wards, the same kind of rack- 
renting, the same ignoring of ryot right, the same unwilling- 
ness to recognise occupancy tenures, the same resort to illegal 
distraint, that have been found and condemned in every 
district of Behar The traditions of the Court of Wards have 
from the tune of its institution been essentially proprietary 
The chief of its management in every estate has been to 
make the most of the property for the benefit of the owner , 
and although it has, in its relations to the tenantry, been 
incontestably a better and a wiser landlord than the ordinary 
run of native zemindars, it is only within the last few years 
that anything has been done by it to improve directly the 
position of the cultivators The most important measure of 
this kind in the Durbhunga estate, which has been actually 
carried through to completion, has been the survey and settle- 
ment of Allapore This was, it may be said, forced upon the 
Court by the report of the Special Commission which enquired 
into the condition of the pergunnahs of Allapore and Nareedi- 
gur, after the drought of 1875 It then appeared that ^ a laige 
number of the tenantry had fled from their houses to avoid the 
burden of debt due to enhanced rent which lay upon them too 
heavily ’ The re-settlement of the pergunnah under the 
supervision of Mr Finucane, c s , led to a re-adjustment of 
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rents which, while affording considerable relief to over-assessed 
ryots, actually led, by the discovery of lands concealed by the 
putwans and head ryots, to an increase of the Eaj receipts 
Mr Finucane has now nearly completed a cadastral survey of 
the whole of the Tirhoot and Bhagulpore estates, and the 
Maharajah has* been allowed to retain his services to bring the 
work finally to a close But m these proceedings no attempt is 
being made to revise the rates of rent The Maharajah is left 
to make his own arrangements for this at his own time The 
Lieutenant-Grovernor trusts that, in any action which the 
Maharajah may take m this diiection, he will remembei that it 
will be his wisest policy to endeavour to secure upon his estates 
a substantial well-to-do tenantry, able to meet the ordinary 
vicissitudes of season, self-respecting and jealous of their own 
rights, while recognising and satisfying the just and moderate 
demands of their landlord In the long run it is far more 
piofitable to the landlord to leave m the hands of the 
cultivators such a share in the profits of the soil as will 
enable them to face even the worst season without actual 
suffering, than to take from them all that they have, with the 
certainty that enormous sums wiU have to be expended by him 
in years of famine in maintaining the ryots on his estate It 
may be taken as certain that the Legislature must ere long 
interfere for the protection of the Behar peasant against 
arbitrary ejectment and undue exaction of rent , and those land- 
lords will suffer least from the intervention of the State who 
have themselves entered into equitable arrangements with 
their tenants, and admitted of their own free wiU those 
substantial rights which, under the old law and cust?)m of 
India, every resident cultivator undoubtedly had, and which 
the frequent recurrence of famine among the poverty-stricken 
population of Behar seems to make it a matter of imperial 
necessity once more to revive The Lieutenant-G-ovemor, 
from what he knows of the Maharajah, beheves that he wiU 
prove himself an active landlord But he also believes him to 
be an upright and benevolent landlord, strongly impressed with 
a desire to improve the condition of the poorer classes residing 
on his estate It is hardly necessary to impress upon him that 
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the best practical way in which he can do justice to his educa- 
tion and responsibilities, and show his appreciation of the care 
which has been bestowed by Grovemment on him and on his 
estate, will be by showing himself the friend and protector of 
his ryots and by setting an example to the neighbouring land- 
holders, and using his influence with them to “bring about a 
reform of the undoubted evils of the land system of Behar 
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CURRENCY AND EXCHANGE 

METALLIC CtTREENCY OE INDIA-GOLD COIN NOT CTJEEENT— PAPER CtTR- 
RENCT — ^IMPORTS OF BULLION AND COINAGE — COMPETITION BETWEEN 
SECRETART OP STATE’S BILLS AND SILVER AS A MEANS OP REMITTANCE 
— ^EXCHANGE VALUE OP RUPEE DEPENDS ON MARKET PRICE OP SILVER 
—RELATION BETWEEN EXCESS OP EXPORTS AND SECRETART OP STATE’S 
BILLS — COMBINATION OP STERLING AND RUPEE EXPENDITURE IN PUB- 
LIC ACCOUNTS — ^ADOPTION OP CONVENTIONAL RATE OP EXCBLiNGB — 
OBJECTIONS TO THIS— REASONS POR RETAINING IT — ^AMOUNT OP LOSS 
BY EXCHANGE— HOW PAR REAL— ADJUSTMENT OP ACCOUNTS BETWEEN 
INDIA and ENGLAND— arrangement WITH BRITISH GOVERNMENT — 
GUARANTEED RAILWAY TRANSACTIONS- EVILS CAUSED BY PALL IN RE- 
LATIVE VALUE OP SILVER TO GOLD — ^EPPECTS ON FOREIGN TRADE OP 
INDIA — ^DIPPERENCE OP STANDARDS OP VALUE IN INDIA AND ENGLAND 
THE REAL CAUSE OP ALL THE DIPPICULTIES — ^NECESSITX POR OBTAINING 
UNIPORMTTY — COMPLEIE REMEDY ONLY ATTAINABLE BY INIERNATIONAL 
AGREEMENT — ^FAILING BIMPTALLISM THE ADOPTION OP GOLD STANDARD 
BY INDIA ESSENTIAL 

The metallic currency of India -was established on its 
Pi-snatiTig basis m 1835 It consists primarily of the 
rupee weighing 180 grains, ^ths fine, and therefore 
contaimng 165 grams of pure Silvei , with silver coins 
of the same standard, representmg the half rupee or 
8 annas, the quarter or 4 annas, and the eighth or 2 
annas The rupee and half rupee are legal tender 
for any amount, the other coins only for fractional 
parts of the rupee Silver is coined without hmit, on 
payment of a seignorage of 2 pei cent , and, when 
necessary, the cost of lefimng 
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The Copper corns in use are the half anna, quarter 
anna, and one pie or the -j^th part of the anna 
Copper IS given and received by the pubhc treasuries in 
exchange for silver, in amounts of not less than Es 2 

The currency law authorises Gold coins to be struck 
at the Mints, but they are not legal tender, and are not 
used as money The comage of gold has gradually 
dimimshed dunng the last twenty or thirty years, and 
has now virtually ceased The authorised gold coins 
are the Mohur or 15-rupee piece, weighing 180 grains, 
^ths fine, and therefore equal m weight to the rupee , 
and corresponding corns to represent Es 10 and Es 5 

The opmion has been expressed that gold money is 
not used in India because the people prefer silver, by 
reason of the small amount of their transactions There 
is, however, no real evidence of this, the fact bemg that, 
for three quarters of a century at least, gold com has 
either not been a legal tender, or has been improperly 
valued, so that either it could not come mto circulation, 
or could not remain in circulation, m competition with 
the silver rupee, which has always been the standard 
com Towards the end of the last century gold coins 
circulated fireely, with silver, m most parts of Bengal, 
and about half the revenue was paid in gold Forty 
years %go gold corns were still to be found in use 
m some of the districts of Madras Gold, however, 
everywhere gradually went out of circulation, and for a 
great many years has, for all practical purposes, ceased 
to be employed as money 

At various times gold coins have been received in 
payment of Government demands, at varying rates,’ but 
under the law of 1835 they ceased to be a legal tender. 
After the great gold discoveries, on some tendency 
appearing towards an accumulation of gold in the 
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public treasuries, its acceptance was stopped , but, with 
the subsequent recovery of the value of gold in relation 
to silver, attempts were made to brmg gold mto use as 
money, by the Government offermg to accept the 
sovereign at* a specified rate, though not m akin g it a 
legal tender The great fall in the relative value of 
silver had, however, aheady begun, and these attempts 
all failed from the undervaluing of the gold , and coins 
of this metal, though commonly procurable m small 
quantities from the bankeis, are used only for hoarding 
or for export in foieign trade 

The paper cunency of India is estabhshed on a 
purely metalhc basis Notes are issued, by the Govern- 
ment alone, at one or more offices m each province, in 
exchange for current com or bulhon, a limited portion of 
the amount thus received, Es 60,000,000, being mvested 
in Government securities, and the rest letamed m coin by 
the currency department The notes are convertible 
mto com on demand at the office of issue, and at the 
chief town of the presidency if issued elsewhere The 
circulation of notes is at present about fourteen or 
fifteen millions 

During the last twelve years the gross imports of 
bulhon by sea have amounted in all to 30,463,988? of 
gold, and 80,804,579? of silver , or on the av'Srage 
2,538,666? of the former, and 6,733,715? of the latter 
yearly The net imports, after deductmg the exports 
by sea, were 23,981,589? of gold, and 61,811,392? of 
silver , or at the average rate of 1,998,382? of gold, and 
5,150,949? of silver yearly The total value of the 
silver coinage in the same period was 68,752,475?, or at 
the rate of 5,729,373? yearly The net import of gold 
since 1835 amounted m value to 107,991,012? The 
total amount of silvei money corned since 1835 is 
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somewliat more than 250,000,000^ sterling, and in- 
cluding the old coinages the quantity m existence no 
doubt exceeds that value , but of course a large part of 
this IS hoarded 

The occasional excess of the coinage* over the net 
imports of silver, is doubtless m part due to hoarded 
silver com or bulhon being brought to the Mint, and 
partly to the recoining of ■worn or defaced coin, but it 
IS probably mainly caused by the export of newly coined 
silver During the last three years the average yearly 
export of silver to Mauiitius, Ceylon, and Aden, at 
which places the rupee is the current com, amounted 
together to 812,277Z , which more than accounts for the 
excess m question durmg those years 

The import of silver mto India, hke that of any 
other commodity, of course depends on the demand, 
which in the nature of the case chiefly depends on the 
requirements of the country for silver com, either to be 
hoarded or brought mto active circulation From the 
obligatory nature of the Government remittances, the 
sale in London of a large amount of bills on India, 
drawn by the Secretary of State, is necessary, for m the 
present state of things this is the only means of making 
remittances on any considerable scale , this comes to 
much the same thing as oflermg rupees for sale, and a 
competition is therefore estabhshed between the Secre- 
tary of State’s biUs and the silver bulhon ofiered for sale 
m the European market, the coimng of which in India 
IS unrestricted In these circumstances the exchange 
value of the rupee bills of the Indian Government is 
immediately, and almost solely, determined by the price 
at which the holders of silver bulhon are prepared to 
sell It After ,the adoption of a gold standard by 
Germany, the coming of silver m Europe virtually came 
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to a standstill, and at present the United States and 
India may be said to be the only two countries that com 
this metal, the former to a hmited amount, by the State, 
the latter without hmit for aU comers The Umted 
States being the great producer of silver, India affords 
almost the only market for the metal on a large scale 
Hence the export of silver from India as a means of 
remittance becomes impossible, and, as above said, the 
government is driven to making its remittances by the 
forced sale of its bills, the value of which is conti oiled 
by the market price of silver, which again is depressed 
by the present hmited demand for coinage, and the 
competition with the Secretary of State’s bills, the 
amount of which has been much increased durmg the 
last few years The great fall in the exchange which 
has occurred, and the fluctuations which stiU take place, 
have no important relation to variations of trade de- 
mand , and if the condition of the Indian currency 
admitted of specie remittances the effect of those varia- 
tions on the exchange would be insignificant, and could 
never exceed in amount the cost of a bulhon remittance 
from India and of re-coinage in Europe 

There is a close connection between the amount of 
the Secretary of State’s biUs and the excess of the 
Indian exports over the imports The value df the 
excess exports indicates in fact the total amount which 
India has to remit to foreign countries in discharge of 
her various obhgations to them , those obhgations con- 
sisting chiefly of the payments to be made in England 
on account of the Government, for the pubhc services, 
interest on debt, railway capital, and so forth , and of 
the savings and profits of foreigners employed or trading 
in India After settmg off the value of the imports of 
all descriptions agamst that of the exports, the differ- 
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ence must be paid to the Indian producer or his agents 
in com The foreign exporter purchases biUs, on India, 
or some other form of transferable security, with the 
proceeds of the sale of the exports, from persons de- 
siring to exchange rupees m India fo» sterling in 
London, or for francs in Paris, and so forth The bills oi 
securities thus serve a double purpose — for the remit- 
tances from India, and for the payments for the excess 
exports As the remittances are chiefly to England, it 
is by bills sold m London that they are for the most 
part made , and, the Government being the principal 
remitter, the bdls are mainly those drawn by the 
Secretary of State The difference between the actual 
sum realised by the sale of these bills, and their nominal 
value, assummg the rupee to be equal to two shilhugs, 
IS what IS spoken of as the loss by exchange on the 
Secretary of State’s remittances 

During the twelve years from 1857-58 to 1868- 
69, inclusive, the aggregate excess of exports was 
45,470,000?, the bills of the Secretary of State paid in 
India having been 45,420,000? In the following six 
years, the excess of exports having been 96,334,000?, 
the bills paid amounted to 66,865,000? , and in the last 
SIX years ending in 1880—81, the excess exports were 
92,886,000? and the biUs 91,265,000? For the whole 
series of twenty-four years the average value of the ex- 
cess exports was 9,776,000?, and the aveiage of the 
Secretary of State’s bills has been 1,295,000? yearly less 
The serious efiect which the fall in the exchaium 
value of the rupee has had on the finances of India has 
more than once been dwelt upon in the earhor chapters 
of this book The manner in which it affects the public 
transactions, and how it is dealt with in the pubho 
accounts, will now be considered in moie detail. 
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The transactions of the Home treasury being neces- 
sarily conducted and recorded in sterling, ■while those 
of the Indian treasuries are necessarily in rupee cur 
rency, a system has to be settled for the combination 
of the accounts Even before the amalgamation of the 
Home and Indian accounts, a head ‘ Loss by exchange,’ 
or its equivalent, had a place in the accounts between 
the two countries to make allowance for the exchange 
value of the rupee in taking credit for remittances 
from India by the sale of bills, or adjusting payments 
of various descriptions 

Until the Mutiny in 1867 the bills on India never 
amounted to so much as 4,000,000Z m any year , the 
deposits of guaranteed railway capital between 1850 
and 1870 contributed on an average about 4,000, OOOZ 
yearly to the Home treasury, and the transactions with 
the companies were regulated by an arbitrary rate of 
exchange fixed under the contracts , after the Mutiny 
recourse was had to borro-wing on a large scale in 
London, and the bills up to 1870 only once exceeded 
7,000, OOOZ Up to this time also the exchange value 
of the rupee had hardly fallen below Is lOftZ The 
loss by exchange, therefore, had not become of very 
material importance, and the divergence of the amjDunt 
of the Home charges reckoned in steihng, from their 
true amount converted into rupees at the actual rate of 
exchange, attracted no particular attention It was in 
these circumstances that the system of combining the 
Home and Indian accounts, on the conventional basis 
of treating ten rupees as equal to IZ , and correcting 
the discrepancy by the adjusting entry ‘ Loss by ex- 
change,’ was adopted almost "without discussion, and 
the practice of stating Indian revenues and expenditure 
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in conventional pounds sterling at this rate of 'exchange 
tacitly grew up 

The rapid and serious fall in the gold value of silver 
after 1870, followed by the corresponding fall in the 
exchange value of the rupee in relation to steihng 
currency, led to a great change in the magnitude and 
importance of the ‘ Loss by exchange ’ , and the ques- 
tion was raised by the Government of India in 1877, m 
which year this charge appears as more than 2,000, OOOJ' , 
whether it would not be desirable to show the whole of 
the accounts in rupee currency, that being the true 
standard of value for India, and to conveit the Home 
transactions mto rupees at the actual exchange of the 
day 

It IS obvious that under the present practice of 
combimng amounts m rupees with others in sterhng, 
at the conventional exchange of ten rupees to the 
pound, no charge which is not incurred either wholly 
in England or wholly in India wiU be correctly stated, 
and the amounts so combined cannot represent any 
precise facts For mstance, a bridge for which iron- 
work was procured fiom England at a cost of 10,000/ , 
while the Indian expenditure was 120,000 rupeesj 
would appear m the accounts as having cost 22,000/ 
If the actual exchange when the iron was bought was 

Is 8 </ per rupee. Its true cost would have been 120, 000 

rupees, and the whole cost of the bridge 240,000 rupees. 
The Pubhc Works accounts, however, would only show 
a charge of 22,000/, the remaming 2,000/ (20,000 
rupees) being included under the general adjusting 
head, ‘ Loss by exchange,’ and there left undistinguished 
Another practical illustration of the confusion likely 
to arise fiom this system may be found in the state- 
ments made as to the cost of the Afghan war, and the 



CONVENTIONAL KATE OP EXCHANGE 


389 


share of it to be borne by England Excluding the 
frontier railways, which were not taken into account 
for this purpose, the net cost of the war appears in the 
Indian accounts as 18,748,300^ , while the Enghsh con- 
tribution of dhe-third is 5,000,000/ This discrepancy is 
accounted for by the circumstance that the former sum 
IS stated in conventional currency, which at the actual 
rate of exchange for the time. Is Sd per rupee, is re- 
duced to 15,623,588/ in true steiling, in winch currency 
the contribution paid by England is of course stated 
Thus the cost of the war might at one time be said to 
be 18,000,000/ and at another 15,000,000/ , both sets 
of figures in fact representing the same amount 

But notwithstanding these defects and the acknow- 
ledged want of precision in the present system, it has 
been ruled by the Secretary of State that the proposed 
change was not desirable and should not be made It 
was argued, that the conversion of the Home accounts 
into lupee currency would be very troublesome, if a 
varying rate of exchange were taken, and if an average 
rate were used, true precision would still not be attained 
Eurther, it was considered that the results on the pro- 
posed plan would also in their turn be misleadmg, as 
they would give to fluctuations in the rupee equivalents 
of sterhng payments, which are solely dependefil on 
variations m the rate of exchange, a false appearance of 
reality, and would otherwise render comparisons with 
former years difficult or impossible 

The sterhng payments made in England, it was 
urged, are not determmed in relation to a scale of 
values fixed in rupees, and it was hence argued that 
for purposes of general financial control, which are 
those mainly sought to be facilitated by the combined 
statements of revenue and expenditure, the ready and 
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clear exhibition of the actual transactions » is more 
important than any account modified and complicated 
by the introduction of entries arising from loss or gam 
by exchange, which are contingent on circumstances m 
no way dependent on the administrative dbntrol of the 
actual expenditure 

Moreover, there is an inherent essential difference 
of character between charges such as these and all 
other items of expenditure m return for which some 
service has been performed, or advantage obtained 
The loss by exchange is a contingency of the Indian 
currency being based on a silver standard , the causes 
which influence it are altogether independent of the 
nature of the services in coimection with which it arises , 
and to combine it with the cost of those services miglit 
lead to serious and objectionable misconceptions For 
such reasons the conventional system of treating the 
pound sterhng as equivalent to ten rupees has been 
retained, and the necessary adjustment in the accounts 
IS made in one sum, by a smgle entry under the head 
‘Loss by exchange,’ instead of being distributed over the 
separate heads of service affected The charge is thus 
treated as incidental to the admimstration generally, 
and not as falling on any particular branch or portion 
of the public outlay 


The combination of the accounts by the 
ot the Indian rupee transactions into sterhng valt«® jtt 
the current rates of exchange has not been serfeusly 
advocated by any one, and, without disputing that 
there may be sufficient justification for maintaining the 
present bastard system, it is iardly open to quStlon 
that the currency of India should be made the basis on 
which the accounts of that country are stated, and that 
the more completely this is accomplished the better 
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It ha^ already been noticed, and tbe fact is indeed 
obvious, 'that the ‘ Loss by exchange ’ arises immedi- 
ately m connection with the Home receipts and disburse- 
ments, which for the purposes of the present explana- 
tions may be grouped as those relatmg to the Indian 
Government and its officers, the British Government, 
and the railway compames 

The main element of the ‘ Loss by exchange ’ is, as 
before said, the difference between the actual sterlmg 
value reahsed by the sale of the Secretary of State’s 
rupee bills, and their conventional value at the rate of 2s 
It has been said, and truly, that it is an error to regard 
the whole of this difference as an absolute loss In fact, 
there is no absolute standard by which to estimate gam 
or loss m transactions such as these The Indian 
Government correctly describes the entry m the ac- 
counts under ‘ Loss by exchange ’ as an adjustmg entry 
All that can be said as to loss bemg involved, or other- 
wise, is comparative Compared with the rate of ex- 
change that prevailed twenty years ago, 2s 2d , there 
is a present loss at Is 7 M of more than %d m the 
rupee , but in that year (1881) hardly any biUs were sold 
Prom 1863-1866 the rate was id better than now, and 
it was not till 1872—73 that it fell to only Zd better, 
m that year biUs havmg been sold to the value of 

15.000. 000Z It IS probable, therefore, that if the gold 
value of silver had returned to 5s per ounce, as it was 
in 1872-73, the loss on the Secretary of State’s biHs m 
1880-81 (15,400,000?) would not have exceeded 

per rupee, and the advantage to the Indian treasury 
would have been nearly 2,500,000? As the bills m the 
future are more hkely to exceed than to fall short of 

16.000. 000? , the amount which India may fairly be said 
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to be losing at present by the fall in the value of silver 
IS rather more than 2,500,000^ yearly 

The transactions between the British Government 
and India, in respect to payments made for the former 
in India, are adjusted at a rate fixed before the begin- 
umg of each year, by arrangement with the Treasury, 
based on the value of silver, and the selhng price of the 
Secretary of State’s bills at the time On these adjust- 
ments, which generally mvolve a sterhng payment in 
England, the advantage appears on the side of India, 
as a gam by exchange This same rate is commonly 
apphed for setthng accounts of officers’ pay and the 
hte The amount at stake in these transactions is not 
important 

The guaranteed railway transactions are much 
larger The old contracts provided that the rate of 
exchange for adjusting the accounts between India and 
England should be Is lOrf per rupee during their 
entire contmuance The effect of this agreement was 
certainly not foreseen 

Its operation m respect to the capital accounts 
began by causing an apparent loss by exchange of M 
per rupee, which was charged in the Indian accounts 
on the whole amount remitted to India by the Secretary 
of State for the companies, this havmg been about 
50,000,000? , the total loss by exchange would be its 
T^th part, or about 4,500,000? But this loss can only 
be regarded as having been real to whatever extent the 
actual exchange was better than Is lOd It was 
therefore an effective charge tiU 1874-75, from which 
tune, the exchange havmg been worse than Is IQd , 
the remittances for the railways to India have been 
really profitable, though still appearing as a nommal 
loss 
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For some years past, however, most of the com- 
pames have been paying back to the Government m 
India sums on capital account, obtained chiefly by the 
sale of stores paid for from capital, or by their transfer 
to the revenhe account , these payments are credited at 
the rate of Is lOiZ per rupee, and the Government 
nominally gains 2(i in the rupee, which appears accord- 
ingly as ‘ Gam by exchange ’ But this gam is not real 
unless the actual exchange is above Is 10£? , and, in 
fact, these transactions at present really involve a loss, 
leading as they do to the compames receivmg sterhng 
credits in London at the rate of Is lOcZ on account of 
rupee receipts m India, which the Secretary of State 
can only remit at Is 8d or less 

The revenue accounts lead to difierent results The 
compames obtam credit for their ‘ net tiafi&c ’ receipts at 
the rate of Is 10<f , so that on the accounts the Govern- 
ment gams 2d m the rupee on their whole amount 
Up to the end of 1879 the net traffic receipts thus dealt 
with had aggregated rather more than 60,000,000^, 
so that the gam by exchange m this direction had at 
that time nearly balanced the loss on the capital 
remittances The gam on the revenue receipts until 
1879-80 was deducted from their actual amount, and 
was shown as ‘ Gam by exchange,’ as stated m Chapter 
VII This procedure has been recogmsed to be in- 
accurate In the accounts with the compames the net 
rupee receipts are rightly shown at the exchange of 
Is 10(i , but m the pubhc accounts the actual sums 
received m rupee currency should be shown without 
deduction, and smce 1879-80 this system has been 
adopted Thus the railway income now appears rela- 
tively larger than before, and the gam by exchange to 
the same extent less, or the loss so much more. 
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There has been another recent change of 'practice 
which has led to a more correct way of treating the 
home expenditure of the railway compames on revenue 
account Heretofore the funds to meet this outlay 
were supplied by the Secretary of State froih the capital 
deposits, and the transfer m account was made at the 
contract rate , whereby, after the actual exchange fell 
below the contract rate, the Government has borne a 
loss which was not required by the contracts The 
adjustments are now made at the actual rate of ex- 
change, by which a sum of about 123,000/! was saved 
m 1879-80 

It IS a necessary consequence of the manner in 
which the loss by exchange is treated in the pubhc 
accounts — ^it bemg, as already explained, dealt with 
altogether apart from the effective expenditure under 
the various heads of service^ — that the accounts give no 
indication of the real extent to which the railway 
transactions influence the cnarge under ‘Loss by ex- 
change ’ The comphcated adjustments that have been 
explained have reference only to the remittance opeia- 
tions, which under the contracts are undertaken by the 
Secretary of State for the companies, and do not in- 
fluence the financial results of the worbng of the 
railways, so far as these appear in the pubhc accounts 
It was, however, before noticed, and it may here be 
repeated, that the railway obhgations probably cause 
at least one-third of the whole loss by exchange, and 
that this share of the burden is now httle less than 
1,000,000^ yearly 

The general result of the exchange adjustments for 
1879-80 IS shown below, and will indicate the maiTi 
features of the charge under this head , 
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Loss, by exchange on Secretary of 
State’s bills, being the difference 
between 2s pei rupee and the 


actual rate of sale 

Loss on gold remittances 


£3,088,190 

120,221 

% Total loss on remittances 
Loss on miscellaneous transactions 
Gam on „ „ 

£38,672 

110,346 

3,208,411 

Net gain 

Gam on railway capital 

Gam on railway revenue 

Total gam 

71,773 

87,215 

123,020 

282,008 

Net loss 


:g2,926,403 


It should be understood that what is here described 
as gain is, in fact, no more than the lefund of the loss 
arising on payments made by the Secretary of State on 
account of other parties 

Whatever may be the real economical effect on 
India of the burden thus caused, on which pomt more 
will be said hereafter, it is an obvious fact that it has 
led to the necessity for maintaining the taxation of the 
people of India at an amount at least 2,500, 000^ more 
than would have sufficed if the exchange value of the 
rupee had remained as it was nme or ten years ago 
It may confidently be affirmed that if it had not been 
for the faU in the value of silver, no additional taxation 
would have been thought necessary m 1877, n® diffi- 
culties would have arisen in removmg the cotton duties 
when the necessity for that step was first admitted, and 
that apart from this fall not only those duties, but the 
whole of the customs duties, could have been removed, 
and the financial position of the country would stiU 
have been better than it now actually is This state- 
ment wiU show how great a practical misfortune the 
recent alteiation in the value of gold and silver has 
been to India. The evil has come in a form which 
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placed it wholly out of the power of the Indian Grovern- 
ment either to foresee or to avert, and leaves the future 
open to the gravest doubt and anxiety Measures of 
improvement which the otherwise thoroughly satis- 
factory condition of the finances would reasonably 
suggest, must be regarded as more or less hazardous, 
and progress wiU inevitably be much retarded, not only 
in respect to the action of the G-overnment, but in all 
directions, so long as the existing state of uncertainty 
as to the future of the Indian currency continues 

There is some difficulty m tracing the effects of the 
change in the value of silver m relation to gold on 
Indian mterests other than those which appear on the 
surface , namely the increased taxation, the uncertainty 
as to the result of aU permanent mvestments m India in 
the future, and the serious mjury to those who have m- 
vested in former years, or who are dependent on Indian 
sources of income payable out of the country It is of 
course apparent that these evils arise from the sudden 
actual or possible faU m the exchange value of the 
rupee, not Irom any particular rate of exchange bemg m 
Itself desirable or better than any other What is 
required for the future is fixity in relation to the.gold 
currency of England, though obviously the mjury in- 
flicted'- m relation to the past can never be fully 
remedied, nor even partially, unless there is a substan- 
tial return to the old relations of value 

There is hardly room to doubt that the foreign 
trade of India has been stimulated by the increase in 
the value of gold, which has almost certainly accom- 
panied the depreciation of silver where that metal has 
ceased to be corned There is at present no evidence 
that the purchasmg power of the rupee m India has 
been injuriously affected, and it is reasonable to suppose 
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that under the actual conditions of Indian trade its 
volume Kas been increased by the increase of the silver 
value of the gold employed in the foreign trade Ap- 
proximately this increase of value ■will be represented 
by the loss by exchange on the remittances required to 
settle the trade accounts of India, and may therefore be 
reckoned at 2,600,000Z or 3,000,000^ sterhng Con- 
trary to what IS commonly taught by economists as to 
the consequences of such a condition of trade, there is 
no e'vidence from the returns of any special improve- 
ment of the exports as compared to the imports, and it 
IS therefore probable that the import and export trades 
are to so great an extent mterdependent that the 
advantage is distributed between them 

K t.lrifi view be correct, the trade of India at the 
present time may be regarded as being carried on with 
the stimulus of a bounty of some 3,000,000^ yearly, or 
about 2^ per cent on its total value, supphed by general 
taxation, and rendered necessary by the currency of 
India being based on a silver instead of a gold standard 
The same conclusions might be otherwise stated as 
follows By reason of the relative higher value of gold, 

India IS now required to export a larger quantity of mer- 
chandise than formerly to discharge her foreign obliga- 
tions This mcreased quantity of exports corresponds 
in value to the ‘ Loss by exchange ’ on the Indian re- 
mittances, and, so far as this loss has to be met by 
the G-overnment, it of course falls on the taxpayer The 
export trade is therefore increased by this amount at 
the cost of the general revenues Should any change of 
circumstances arise by which the exchange value of the 
rupee were raised to its old amount, the revenues 
would gain by the amount of the present loss by ex- 
change to the disadvantage of the traders , and it 
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would seem that the most appropriate way of dealing 
with the improved financial position, which would then 
admit of a large reduction of taxation, would be as far 
as possible to apply it to the removal of general burdens 
on trade, such for instance as the customs ’duties The 
mterests of trade would thus be best compensated for 
any mjury caused by a sudden change of the conditions 
under which it had lately been conducted 

Speakmg generally, the financial difficulties, or, as 
they may almost be called, dangers, which have now 
been discussed, are wholly due to the want of uniformity 
m the standards of value m England and India The 
vast transactions between the two countries are dis- 
orgamsed by the diflerence of standard, causing very 
great and constant admimstrative difficulty and anxiety 
to the Government, and almost more serious mjuiy to 
private interests, with extreme and undeserved hard- 
sffip to the large and meritorious class of European 
officials The position, in truth, is hardly less irrational 
thm It would be to mamtam a silver standard of value 
m Scotland or Ereland, with a gold standard in Eng- 
land That there is a difficulty to be overcome in sup- 
plying the remedy is not to be disputed, but this is 

respoifeibffity for the present state of things rests with 
the British Goveinment, India, which is the real sufferer 
not being aRowed to help herself It xs beyond behef 
that any independent government would tolerate the 
contau^ce of a .tote of affa®, and "toll 
8 so ong been compeRed to bear it is whoRy the 
result of her dependence on England ^ 

be beyond the scope of this work to enter 
.T, ^ discussion of the best means of obtaimne 

the umformity of standard between the currenc^f 
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India and tiiat of England wliicli is certainly necessary 
The authois, however, find no difficulty in adopting the 
conclusion that the best, and only complete remedy, 
would be in the acceptance by India of bimetaUism, as it 
IS now commonly understood , and that, if England were 
so disposed, the means of accomplishing this might be 
found without sacrificing the single gold standaid which 
she has adopted for heiself The evils that have arisen 
in connection ivith the fall in the value of silver are 
essentially due to the want of proper haimony between 
the standards of value of different nations, and those 
evds have specially affected India on account of 
the pecuhar divergence of hei monometallic silver 
standaid cuiiency from the curiencies of aU other cm- 
hsed countiies, these havmg moie or less completely 
adopted a gold standaid The remedy for these evils 
should theiefore be sought m an international agree- 
ment that shall establish the requisite harmony, which 
IS equally important to aU nations 

If, from whatevei cause, such a solution of the diffi- 
culty IS not attainable, then it would only remain for 
India to protect herself, which she should do by making 
such a change m her currency law as would give her a 
gold standaid of value in place of the present silver 
standard How this should be arianged in detail Gould 
only be usefully considered with reference to the exact 
circumstances at the moment, after the decision had 
been arrived at that it was necessary actually to 
apply remedial measuies But attention may be 
drawn to the fact before noticed, that durmg the last 
twelve years the imports of gold into India have been as 
much as 30,000,000Z steihng, or nearly three-tenths of 
the whole bulhon imports , and as during the last forty- 
six years the total net imports of gold have been very 



4O0 FINAirCBS AND PUBLIC WORKS OP INDIA 

nearly 108,000,000^ , the conclusion is suggested that 
if gold were required for currency purposes in India it 
might probably be obtained within the country itself, in 
sufiScient quantity for present use, and that, by the 
introduction of a gold coinage on a soumd basis, the 
available volume of gold money in the world might be 
considerably increased mstead of bemg diminished 
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NOT DESIBABIE— LOCAL MANAGEMENT IMPOEJANT — OBJECTIONS TO BOB- 
BOWING POE PDBLIO WOEKS— THEIE INCONCLESIVE NATTTEE— EBASONS 
lOE NOT THEOWING ENTIEE COST ON EE7BNEES— C0NSIDEEATI0N8 WHICH 
SHOELD DPTEEMINE DISOHAKGE OP DEBT — ^NPCBSSITY POE ECONOMICAL 
CONSTEXrCTION— NEEDLESS COMPLICATION OP EXISTING ETJLES POE ENDBE- 
TAKING PHBLIC WOEKS— ECONOMY NOT SPCITEED BY EESTEIOTIONS ONLY — 
PEOVINCIAL EESPONSXBILITY DESIKABLE — IMPOETANCE TO KEVBNTTE OP 
INCOME PEOM EAIIWAYS— OHLOK OP PUBLIC OPINION ON PEOTINOIAL 
FINANCIAL ADMINTSTKAIION StTGGESTED— NECESSITY POE MOEE EaTriTABLB 
ADJUSTMENT 01 TAXATION— BISK OP BEACTION AGAINST EEOENT MEASTJEES 
— IMPOETANCE OP EEMISSION OP IMPOSTS ON COMMBECE— CONOEUSION 

The principal object with which the piecedmg chapters 
have been written is to supply an account of the attual 
financial position of India, and of the results of the 
public woiks policy followed duiing the last twelve 
yeais, but discubsious of the principles on which the 
action of the Government has been based have often 
necessanly formed a pax t of the nanative, and it ap- 
pears desirable, in some cases, to extend the examina- 
tion into those pimciples, with more special leforenco 
to the course to bo followed ui the future 

The recent remarkable progress ol India, which 


H n 



402 FIlSrANCBS AJTO PUBLIC WOEKS OP INDU 

b.as been placed beyond every reasonable doubt, may 
witbout hesitation be traced up to the natural produc- 
tive powers of the country, for the development of 
which greatly increased facihties have been given by 
the extension of railways and the cheap transport they 
afford , and it is mdisputable that there is still a wide 
scope for further progress, through the contmued de- 
velopment of the internal means of communication, 
and the general amehoration of the admmistration 
Although much has already been done, and with 
very great advantage to the country, there remains 
nevertheless more which is urgently needed for the 
protection of the people against famine and the results 
of drought, altogether apart from any question of 
merely ad din g to the wealth of the community 

Competent Indian opmion has long ceased to be 
divided on this point, and whatever differences exist 
relate to the manner of accomplishing the object, not 
to the object to be accomphshed The views of the 
Famine Commission,^ which have virtually been ac- 
cepted by all authorities m India, mcluding the Su- 
pieme Groveinment, are thus expressed — 

‘ Until the whole country is more completely sup- 
phed with railways or canals by whicli food can be 
transported rapidly, cheaply, and m large quantities to 
every part where severe want may exist, the jiossibihty 
of some unusual demand for Government inlcrfeicnco 
in particular locahties, or for specuil classes of people, 
cannot be shut out, nor the dangei of the occuirence of 
a great calamity altogether removed It is, thercfoie, 
to the improvement of the internal communications and 
the removal of aU obstructions to the free couise of 
trade^accompamed by the extension ot irrigation in 
^ See Keport; Part I par, 165 
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suitable localities and an improved agriculture, that we 
look foi obtaining secuiity in the lutuie against dis- 
astious failuies of the food supply in tracts visited by 
drought ’ 

The Famine Commissioners have estimated the length 
of railway which might suffice to meet the require- 
ments of the country in the above sense at 20,000 
miles, of which about 10,000 miles already exist or 
are in progress, and 10,000 miles are needed , and they 
consider it probable that less than one half of the length 
above named, or 5,000 miles, in addition to the existing 
lines, would go fai to remove all future risk of seiious 
difficulty Nor will any smaller scale of constiuction 
commend itself to any one who cai efully considers the 
facts of the case In respect to iingation works also, 
there are still large areas liable to utter devastation by 
drought, which could certainly be protected with great 
direct profit to the agricultuial community, and ulti- 
mate full return to the State , and no single year has 
passed since the great calamities of 1876-77 without 
giving additional evidence of the absolute necessity of 
doing all that is possible to extend irrigation 

This IS no time to cry ‘ JRest and be thankful ’ 
Year after year runs silently by, and the fatal term^will 
only too soon be reached when another teirible cata- 
strophe will suddenly ai ise, though exactly where and 
when wo know not It is in the lutcivals of prosperity 
which are granted to us that we must prepare for the 
inevitable future , and if the lessons of the past still con- 
tinue to be neglected, the rcsponsibihty for the conse- 
quences will rest upon those who, having the power to 
avert them, have failed to do so For any hesitation 
or delay in carrying out the works which alon® can 
give the countiy the protection it requires, there is no 
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valid argument to be found either in the probabihty 
of their causing financial difficulty, or in their insuffi- 
ciency for meeting the end in view So far from this 
bemg the case, judicious expenditure on these works 
wiU certainly supply the only assuied means of pie- 
ventmg frightful mortahty and ruin, and of avoiding 
the future waste of milhons on meffectual famme rehef 
with no corresponding permanent benefit to the country , 
and such works, while thus affordmg protection in time 
of difficulty, wfil constantly increase the resouices of 
the people and render them more and moie capable of 
resistmg pressure when it anses Past experience, both 
in what we have done and what we have left undone, 
points to these conclusions 

The practical pomt foi consideration, therefore, is 
simply, how the means should be obtained for carrying 
out these essential works Should we continue in the 
course adopted, with complete success till lately, or 
should the former pohcy be given up and a new de- 
parture taken P The Government, it would appear, 
has within the last year come to the conclusion that, so 
far as railway construction is concerned, a change 
should be made, that the restrictions which have 
gradually been imposed on the prosecution of these 
works with borrowed money should be inci eased, ,ind 
that what is termed private enterprise should licnto- 
forth be piincipally looked to foi what is rcqmied 
This decision is one of the giavest impoitanco to India, 
and the question to which it is designed to give a prac- 
tical answei calls for the most seiious consideration 
To clear the ground ceitain preliminary matters 
caU for attention Pnst, it is evident that India must 
long continue to look to this country foi most of the 
capital by means of which hei piogie^-sis to be seemed, 
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and, this being the case, we must be prepared to find 
that the piofits earned on that capital will be i emitted 
to England As such investments of capital increase 
in amount, these remittances must go on increasing 
also, their giowth will, it is true, indicate growing 
wealth in India, and not, as has oiten been asserted, a 
drain of wealth from India, but it must not be ovei- 
looked that it would certainly be far better for India if 
these works of improvement could be carried out with 
Indian capital, so that they should be wholly national, 
their management being conducted in India, and the 
whole of their profits retained in India, including the 
return on the capital as weU as the profits derived by 
the community from their use In consideimg this 
subject we aie bound to place ourselves in the point of 
view of a national Indian government, and not of the 
English capitahst Though we should not hesitate, if 
no alternative were left to us, to accept the works sub- 
]ect to the disadvantage of the whole or greater part 
of the direct profits being drawn away to England, and 
the chief management placed there, yet if it be possible 
to secure foi India the entire income fiom the invest- 
ment of the capital expended on its railways, and the 
complete control over them, we are certainly bound to 
do It o 

Now experience has estabhshed beyond dispute that 
It IS within our power both to construct and work rail- 
ways economically tluough State agency , and without 
attempting to discuss such a question as the relative 
excellence or economy of management by the State and ♦ 
by a company, it may without hesitation be said that in 
the case of lines yielding a profit (to which alone this 
argument is apphcable), the amount which would be 
carried out of the country by a company of foreign 
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capitabsts, mcluding as it would both intei cst on capi- 
tal and profits, must be greater than the charge incurred 
under Government management, which would consist 
interest only, since the profits, even if smaller, would ■ 
all remain in India 

In the financial interests of India, therefore, it will 
pnmdfaae be better for the State to become the owner 
of the railways, undertaking their construction with 
money borrowed at the low late of interest which its 
credit permits, and receiving the excess of the profits 
over that mterest, instead of allowing those profits to 
enrich foreign capitahsts To whatever extent the 
profits are retained by* the State for the necessary 
charges of the pubkc administration, there must be a 
corresponding dimmution in the burdens placed upon 
the people 

This, of course, applies only to works that are pro- 
fitable But it may be confidently said that private 
capitalists wiU not undertake any railway m India 
unless the conditions are such as to render it certain 
that the profits will exceed the interest which would 
have been paid on the borrowed capital, if the hne had 
been undertaken by the State, or would even suffice 
to pay off the capital debt within a moderate time 
Further it must be remembered that to complete the 
railways which are admitted to be necessary foi the 
safety of the country, many lines must be undertaken 
the profits of which will be small and the growth of the 
tiaffic slow, or which may be finally unremimerativc 
when considered simply as investments If, therefore, 
we give up the whole of the profitable hnes to private 
enterprise, the burden of constructing the unprofitable 
ones wiU faU on the State without that set-off which 
could otherwise be secuied , and the difficulties of the 
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sitixatioii jvoiild beaggiavated, as has often been pointed 
out, by the discredit thus tin own on the State by its 
nUnagement of hnes necessaiily unproductive, compaied 
With the management by the companies of hnes as 
necessarily pnoductiye 

The foregoing argument goes far to show that the 
intervention of companies of foreign capitalists must in 
every case lead to an increase of charge on the country , 
and as it is a self-evident proposition that the duty of 
the Government leqiures it to do all in its power to 
provide India with railways at the least possible cost, 
the adoption of the more costly in preference to the 
cheaper system would demand some preponderating 
obligation to justify it 

The pohcy which has been followed foi the last ten 
years has been opposed on vaiious grounds First, it 
IS argued that it is beyond the proper function of the 
Government to undertake such works as railways, which 
should be left wholly to private enterprise , and further, 
that the evils of borrowing the requisite sums are so 
great, that it will be preferable either to leave the 
country, for a time at least, without railways, or to accept 
the necessary additional cost of employing companies 

The first of these objections, it is true, has not been 
put forward openly or unconditionally in the 'sflScial 
tocussions on the pohcy of pubhc works construction 
in India, but it is incontestable that it has laigely in- 
fluenced the latest conclusions All arguments on 
this subject adduced by Indian officials would doubt- 
less be discredited, and fail to convince persons who, 
being Ignorant of India, its wants, and capacities, insist 
on conducting its affairs on the model of England, and 
applying economical and pohtical maxims suited to one 
of the most artificial, advanced, and wealthy com- 
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mumties la the world, fo a totally difieieiit ttmchfion of 
society The matured opimons of one who was- certainly 
'among the ablest advocates of lational freedom and the 
foremost opponents of the undue extension of Govern- 
ment action, wdl, however, have a forces of authority 
which must command attention and respect 

‘ In the particular circumstances of a given age or 
nation,’ says Mr John Mill,^ ‘ theie is scarcely anything, 
really important to the general interest, which it may 
not be desirable, or even necessary, that the Government 
should take upon itself, not because private individuals 
cannot effectually perform it, but because they will not 
At some towns and places there wiU be no roads, docks, 
harbouis, canals, works of irrigation, hospitals, schools, 
colleges, printing presses, unless the Government 
estabhshes them , the pubhc bemg either too poor to 
command the necessary resources, or too little advanced 
in mtelligence to appreciate the ends, or not sufficiently 
practised in conjoint action to be capable of the means 
This IS true, more or less, of all countries inured to 
despotism, and particularly to those in which there is a 
very wide distance in civilisation between tlie people 
and the Government as m those which have been con- 
quered and are retained in subjection by a more ener- 
getic and more cultivated people In many parts of the 
world, the people can do nothing for themselves which 
requires large means and combined action , all such 
things are left undone, unless done by the State In 
these cases, the mode in which the Government can most 
surely demonstrate the sincerity witli which it mtends 
the greatest good of its subjects, is by doing the things 
which are made incumbent on it by the helplessness of 
the pubhc, m such a manner as shall tend not to m- 

* Pci^teal Moorumy, vol. ii 4tli ed p 576, 
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crease and perpetuate, but to coirect, that helpless- 
ness ’ 

It IS obvious that these opinions were specially 
directed to the actual condition of India, with the ad- 
ininistratiou ®f which Mr Mill had been connected for 
a great part of his life , their wisdom is beyond dispute, 
and it would be impossible to say anything more to 
the point 

The full acceptance of Mr MiU’s prmciples, when 
apphed to the case of India, leads immediately to the 
conclusion that progress should be sought by the 
apphcation of the supeiior knowledge and resources of 
the State, but in such a manner as gradually to accustom 
the people to manage theu own affairs, and to entrust 
them with such management as soon and as fai as it is 
practicable This holds true in dealmg with economical 
as well as with political matters To speak of the 
operations of foreign capitahsts in India as though they 
were identical with the spontaneous workmg of what is 
commonly desciibed as private enterprise in our own 
country, is a manifest confusion of thought, and every 
argument based on such an assumption necessarily 
involves a serious fallacy The iiiteivcntion of great 
companies of foieign capitahsts, having their seat of 
business out of the countiy, differs httle, indeed,-, in its 
ultimate effects, from the estabhshment of a strong 
foreign despotism 

Ml Mill veiy tuily implies that the proper course 
to follow in inatteis such as these must depend on cir- 
cumstances of tune and place and other varying condi- 
tions pe( uhai to eai h t use , and it is not intended in 
what 18 said above to lay down any absolute or invari- 
able rule of action Ciicumstances formerly led, almost 
unavoidably, to the geneial employment for railway 
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construction of companies of British capitalists, consti- 
tuted and managed in England , and it may still bo 
found desirable to make use of companies, though under 
modified conditions But it is the duty of the State 
when accepting this form of agency to 'provide the 
means of eventually replacing it by a tiuly local and 
national system, without undue cost to the public , and 
to secure at the same time for India the greatest pi ac tic- 
able share of the profits, the whole of which aie ulti- 
mately derived from the industry of the people of India 
and the natural resources of their country The true 
interests of India demand that foreign enterprise should 
be regarded as a temporary and not as a permanent 
resource , and so far as it is necessary or expedient to 
accept such aid, this condition should never be lost 
sight of Even in the case of a company which asks 
for no pecumary assistance whatever from the State, 
or which exclusively employs national capital, the 
mere fact of authorising it to undertake such a woik 
as a lailway, places it under obligations to the com- 
munity which the Government is bound to enforce 
On this point also the authority of Mr MilP may be 
adduced 

‘ In many analogous cases,’ he says, ‘ which it is best 
to resign to voluntary agency, the community needs 
some other security for the fit peifoimance of the sei- 
vice than the interest of the manageis, and it is the 
part of the Government, eithei to subject tli(« buMiie^s 
to reasonable conditions for the genei al adv.iulage, oi 
to retain such powei over it that tlie luo/its oi the 
monopoly may at least be obtained for the ])ubh<‘ I’hn 
apphes to the case of a road, a canal, or a i ailway TJiose 
are always, in a great degiee, piactical monopolies , and 
^ I^ohttcal JScomm^f vol ii p 557 
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a Government which concedes such monopoly unre- 
servedly to a private company, does much the same 
thing as if it allowed an individual oi an association to 
levy any tax they chose, foi their own benefit, on all 
the malt produced in the country, or on all the cotton 
impoited into it To make the concession for a limited 
time IS generally justifiable, on the principle which 
justifies patents for inventions, but the State should 
either reserve to itself a reversionary property in such 
piibhc works, oi should retain, and freely exeicise, the 
right of fixing a maximum of fares and charges, and, 
from time to time, varying that maximum It is 
perhaps necessary to remark that the State may be the 
proprietor of canals oi railways without itself working 
them, and that they will almost always be better 
worked by means of a company, renting the railway 
or canal for a limited period from the State ’ 

The new arrangements made for working the East 
Indian Railway, which are elsewhere explained, are in 
substantial accordance with these last suggestions 
Some extension of the general principle they imply 
appears to afford tlie best solution of the much-vexed 
question of how to secure for India the necessary de- 
velopment of 1 ailways, with a minimum of Government 
interference in detail , the legitimate inter ests “of the 
State, and of the capitalists whose funds are required, 
being at the same time guarded 

Up to the present day no attempt has been made to 
carry out a i ailway in India without Government aid, 
and it remains very doubtful whether Enghsh capitalists 
will venture to invest in these undertakmgs otherwise 
The failure of the irrigation companies, which were 
unaided or very slightly aided, and the extremely in- 
convenient and costly financial burdens they have occa- 
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sioned, should induce caution in handing over to a pri- 
vate company a monopoly which the inteiests of the 
pubhc may probably force the Government to take over 
on very disadvantageous terms, in the event of want of 
success in the enterprise itself, or of inability of the 
promoters to carry it out to completion There can, 
however, be no reason why any substantial scheme for 
constructing a railway on a true basis of private enter- 
prise should not be favourably received, subject to such 
conditions as have been referred to, among which should 
mvariably be found an arrangement for the ultimate 
tiansfer of the ownership to the State, on equitable 
terms 

But the really practical question for consideration, 
after all, is how to deal with those cases in which un- 
assisted private enterprise is not forthcommg, yet in 
which the Government considers that an undertaking is 
necessary either for the protection of the country from 
famine, or to supply requirements of other sorts, its 
cost being too great to be met from current income 
The earhest conception was to offer a guarantee of 
interest on the capital required, but this system was 
deliberately given up ten years ago, and until the pic- 
sent time its resumption has been i ejected with substan- 
tial unanimity It now, however, has reappeaied as 
one of the suggested forms of action, though with 
some pretence of disguise undei the much abused name 
of private enterprise 

Of the objections to the old foim of guaiantoo it h 
not necessary to say much Its possible lesuhs aie 
weU shown by the position of such an undei taking .is 
the Madras Eailway The original sliaio ol 100/ has 
involved the Goveinment in a steady net ycailj eliaige 
of about 2/ 10s , wholly by leasoii of the Govenunent 
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guarantee the present value of the share has risen to 
126Z, and this sum the Government may eventually 
have to pay to the shareholder for a propeity not 
worth half the amount Under a system of guarantee 
of interest oh capital all the inducements to economy 
and good management are reduced to a minimum But 
perhaps the worst feature of this system is that it offers 
a constant stimulus to the companies to be lavish in 
their expenditure and to expand their capital In the 
natuie of the case the stock is at a premium, and there 
must therefore be a certain profit m adding to it The 
Government is always at a disadvantage in any discus- 
sion involving its financial interests, and there is no 
leal power of enforcing contiol where the management 
IS not inchned to acquiesce in it A system of 
guarantee being once estabhshed, it is impossible to 
withdraw from, or limit it , capital can be procured on 
no other terms, and as a continued expansion of the 
capital IS unavoidable with the progress of traffic, the 
liabihty under the guarantee goes on constantly in- 
creasing 

Comparing any possible system of guarantee, even 
for a hmited term of years, or on a limited capital, with 
State construction from borrowed funds, it may confi- 
dently be said that the former will be more ©nerous 
than the latter The refund of the guaranteed interest 
would bo contingent on the shaieholders leceivinga 
part of the surplus profits, which in the other case 
would be all taken by the Government Again, if the 
line be made by the State it becomes State property at 
Its actual cost , in the other case, if a power of purchase 
be reserved (which should be consideied obligatory), a 
considerable premium would be requiied , and on the 
transfer of the property, whatevei piecautions were 
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taken, it would almost ceitamly happen that it would 
be found in a less satisfactory condition than if it had 
throughout belonged to the State In the one case the 
whole character of the works and the general scale of 
the outlay during construction is under Ihe complete 
control of the Government , in the other, the company 
and its engmeers decide aU questions oi this sort, and 
are likely to view the subject m a very diffeient hght 
Neither could it be hoped that any hmitation of the 
guarantee would effectually protect the Government 
agamst dangers of increased expenditure in excess 
of a sum first named as a maximum , for, if the works 
were not completed withm that maximum, the Govern- 
ment could not practically compel the company to 
supply the requisite funds without help , nor in the 
event of any other failure to perform the contract could 
any real remedy be found besides that of taking posses- 
sion of the undertaking, which in such circumstances 
would infalhbly involve a consideiable saciifi.ee The 
history of the Madras Irrigation Company conveys a 
serious caution in this direction , and that more diffi- 
culties of the same sort have not been apparent in 
deahng with the railway companies, may reasonably be 
attributed to the almost complete absence of restrictive 
clauses^iom their contracts 

It IS then to be earnestly hoped that no leturn to 
tlie old and very objectionable system of giving a 
guarantee of interest on capital will be pci mil ted, ami 
that all pioposals to ic-intioduceit undei the disguise ol 
aided ‘ private enterpiise ’ may be wholly icjei led If 
piivate eiitcipiise is to take a pait iii the piovisioii <>t 
railways foi India, let it be what it tails itsell, un<l not 
something else undoi that designation Anj depaituiu 
fiom this stnet lulewdl inlalliblj lead to the eventual 
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total disregard of it , and all expectation of the healthy 
operation of private enterprise truly deserving the 
name, not only in lailway constiuction but in all 
directions, will be stiU further indefinitely postponed, as 
it certainly 1ms hitheito been retarded, by the continued 
grant of guarantees of interest to the large amounts of 
capital lequiied in one form or other for the old 
guaranteed railway compames 

The exclusion of factitious private enterprise does 
not, however, necessarily involve the moie direct forms 
of State construction or working, and least of all the 
continuance of these operations under the immediate 
direction of a central department of the Government of 
India Though the tiansition fiom the old system of 
guaranteed companies led to this as a temporary 
expedient, there aie many serious objections to the 
railways of India being woiked as parts of a great State 
department The objections to State constiuction 
are less, but even this might often, with advantage, 
be relegated to other agencies The case of the East 
Indian Eailway shows that the agency of companies, 
under a lease for a term of years, may be employed 
advantageously for working lines owned by the State , 
and theie is no apparent reason why a company might 
not also be employed for the construction of realways 
with capital to be provided by the State, as well as for 
their subsequent working 

Local efiort, as elscwheie mentioned, has already 
been usefully exerted, and would without doubt have 
done much more had it not been unfortunately arrested 
at the outset To it all reasonable assistance should be 
given Economy and convenience are generally secured 
by placing a considerable length of lailway under one 
* management , but this condition will often be counter- 



416 I'lNAl^OBS AI^D PUBLIC WORKS OF INDU 

balanced by others, and too great weight should not 
be attached to it Wherever it is possible, local co- 
operation should be sought in some shape, and trust- 
worthy persons, havmg a knowledge of local wants and 
resources, might profitably be associated with the 
management, or with the Government control which in 
every case would be exercised in some form or to some 
extent Mother plan would be to conduct the 
management of State railways under the supervision of 
suitable pubhc boards or trusts, such as have been con- 
stituted and work very successfully in the case of the 
ports of Calcutta and Bombay 

As to the other class of objections, those based on 
financial considerations, it must first be said that it is 
beside our present purpose to discuss the greater or 
less urgency of the demand for the extension of railways 
at the present time The argument is based on the 
assumption of urgency (the proofs of which are to be 
found elsewhere), and what concerns us here is to 
ascertain the lelative advantages and disadvantages of 
different ways of meeting the demand 

It IS extremely difficult to understand how the 
assertion can be supported, that the pohcy of borrowing 
to construct pubhc works, necessarily or piobably 
involves results which must be ruinous, or, at the IcasI , 
mischievous To make the assertion is of couise easy, 
and if its frequent and loud reiteration could pi ove it 
to be true, nothing more need be said on the subject 
But there has been no attempt made to support it by 
fact On the other hand, the evidence wlncli has been 
repeatedly biought forward for some years past, and 
which lb again piesented in this volume, of the results 
of expeiieiice up to the piesent tune, conclusively esta- 
bhshes the certain and great fiiidncial advantage which 
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has actually beca derived fiom the prosecution of 
public wOiks with money directly boi lowed or applied 
under a guarantee of interest by the State 

And it IS a point of gieat importance in considering 
this with lefefence to the future, to bear in mind that 
the obligations imposed on the Government under the 
oiiginal contracts with the guaranteed companies, were 
extiemely onerous, so that it is certain that in whatever 
form the Government might undertake the construction 
of railways, its habihties would be fai less heavy, even 
after taking account of the circumstance that the old 
mam lines occupy the richest districts, and would enjoy 
a larger traffic 

That the policy of boirowmg for the prosecution of 
public works has not created a burden on the levenues, 
is no mere statement advanced on the personal authoiity 
of individuals which might be discredited It is esta- 
bhshed on facts authenticated by the independent testi- 
mony of the pubhshed accounts, winch cannot be set 
aside by any mere demal of their accuracy, unsupported 
' by specific evidence to the contrary It has been 
shown m the present volume, fiom the facts thus re- 
corded, that, so far from this pohcy having caused any 
such burden, its financial success has been complete , 
that not only has there been no increase m the public 
burdens through its operation, but that those burdens 
have been largely diminished , that the expendituie on 
railways and canals has been in the highest degree 
profitable to the country , and that, while some 
140,000,000/ of borrowed money has been invested 
in these works, the net charge on account of the 
public debt has been reduced in the last twelve years 
by nearly 3,500,000/ a year The total net charge for 
interest on debt and productive pubhc works outlay 
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of every description does not exceed 3,1 00,000/ out of 
a net revenue amounting to 43,750,000/ The gross 
charge for debt is 6, 100,000/ against a gross revenue 
of 68,000,000/ — or, say, 9 per cent Even including 
the whole inteiest on the guaranteed capiUl, the total 
possible Lability of the State on the supposition that the 
pubhc works produced nothing, would not be more 
than 15 pei cent of the gross revenue The charge 
for debt m our own country is 29,000,000/ upon 
a gross revenue of 85,000,000/ , or 84 per cent It is 
also a fact completely estabhshed, that the credit of the 
Government has not been injuriously affected by the 
borrowmg for pubhc works during the last ten years. 
The rate of interest is now lowei than it ever has 
been before, both in England and India, and no 
difficulty has been experienced in obtaining the sums 
needed So far, then, as past experience affords a guide, 
it may safely be said that a judicious continuance of the 
policy adopted in the time of Lord Mayo, is not in the 
least likely to lead to inconvenient financial results here- 
after 

As to the suggestion that lather tlian boiiow we 
should do better to lely wholly on lesouiccs obtained 
from the current revenue, two things nuist be* le- 
maikCd Eirst, to cany out necessaiy woiks ol per- 
manent improvement from income alone, is in the natuie 
of things impossible in India, as it is everywhere else 
Accumulated capital must be ajiphcd to the task in 
some shape, either at the risk ot the State, oi of puvafe 
persons Secondly, the actual condition ot Indta n 
certainly not one in which anyjustificationcan be found 
for adding to the burdens ot present taxation foi the 
puipose of giving advantages to a future generation 
hfor can we, with this object in view, justly postpone or 
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give up feductions of present taxation which otherwise 
would be'practicable, and which are of immense import- 
ance in the interests of progress in all directions It 
has already been pointed out that the benefits secured by 
the extension of railways will certainly be much greater 
some years hence than they can be while the works aie 
undei construction, or m an immature condition, or so 
long as the country is uninstructed in their use To 
require their cost to be defrayed from the revenues of 
the year, to any considerable extent, would be most un- 
just to the present taxpayers, who will only partially 
realise their benefits It is strictly in accordance with 
public equity, good sense, and sound finance to call m 
the credit of the State for the purpose of distiibuting 
over a senes of years the burden of providing these great 
works of permanent improvement Theie is no esta- 
blished fact which supplies a ground foi the assertion 
that there is a present tendency to add to the actual 
burden of the pubhc debt Those who affirm this 
commit the absurdity of disregarding the income obtained 
from public works in estimating the charge which 
has been incurred for their construction It is no 
doubt necessary to do in the future what was done m 
the past, namely, to be careful that the net charge for 
public works executed from borrowed money is not 
permitted to go beyond what the revenues can bear 
To allege that the adoption of this principle is opposed 
to public policy because the charges cannot be so 
regulated, and because no proper control can bo 
exercised over them, is in flagrant opposition to the 
experience of the last ten or twelve years, which shows 
that the exact reverse is true, and that such a control has 
been exercised, with the result of a great improvement 
m the financial position 


X B 2 
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The regulation of the expenditure of borrowed 
money on pubhc works by a consideration of the net 
interest charge incurred after setting off the income of 
the works, in relation to the available revenues, and 
treating any such excess charge as a part of the current 
expenditure of the year, has a complete economical 
justification The position of the Government m carry- 
mg out works of permanent improvement is by no 
means that of the ordinary capitahst, nor can its action 
be properly deternuned by the same considerations 
The capitahst looks only to the direct money return 
obtained from his investments The Government, no 
doubt, cannot disregard the money return from its 
undeitakmgs, but its essential object is the improvement 
of the pubhc estate Altogether, apart from, and be- 
sides the direct returns obtained from works and rail- 
ways, the improvements in the country which they 
cause have a very real and a very laige value, though 
this IS not susceptible of being defined by a money 
standard, and can find no place in any financial state- 
ment So long, then, as proper care is taken that the 
investments of borrowed money do not permanently 
increase the public burdens, the payment of mterest 
on capital, while such works are not directly profitable, 
becomes a legitimate charge against the general reve- 
nues, m consideration of the indirect benefits which 
they secure 

In the present condition of India the considerations 
which support the conclusion that it is important to 
reduce the pubhc debt, are almost exclusively pohtical 
Viewed financially, and in the interests of India itself, 
the charge for debt is not serious But it is certainly 
inexpedient m the mterests of England to encourage the 
unlimited expansion of the debt of India, which must 
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be so largely held in England It is, no doubt, very 
difficult to fix attention on possible dangers of that in- 
definite future when India may cease to be a British 
dependency, and on the risks of a failure of the income, 
derived from large investments of English capital in 
works or securities, dependent on India for its reahsa- 
tion But these dangeis and risks, though distant, 
should not be left out of sight 

Hence it will be a step in the right direction to ac- 
quire for India the full property in its great pubhc 
works, and as far as practicable to apply their surplus 
income to the discharge of the capital outlay they have 
involved But the obhgations on the Government to 
place the country in a secure position for meeting the 
terrible disasters in the shape of famine, to which it 
IS still subject, are paramount Until this end has 
been attained, every other object should be regarded as 
secondary 

The need is urgent of securmg a sound fiscal system 
for the future, of adjustmg more equitably the burdens 
on the people, and of freeing the springs of wealth by 
removing existing obstacles to the expansion of trade 
To attain all these objects a strong financial position is 
necessary It is only with an assured surplus, derived 
from a revenue fairly contributed by all classes^ of the 
commumty, that the remission of objectionable taxes, 
and a prudent discharge of the pubhc debt, can be 
secured without interfeiing with the provision of 
material improvements essential for present safety and 
future progress 

The necessity for restricting the expenditure to the 
smallest sum that will provide efficient works is obvious 
The magmtude of the task to be accomphshed m rela- 
tion to the available means at our command, should 
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enforce the strict limitation of the projects accepted for 
execution, to what is essential to meet the requirements 
of sound construction and provide for a moderate 
traffic , everything beyond this, whether of luxuiy, or 
m anticipation of future wants, should her postponed or 
discarded 

Complications have by degrees been introduced 
into the rules under which borrowed money is applied 
to public works, which are merely mischievous and 
misleading, and the sooner the original simple plan is 
revel ted to the better it will be This plan was to treat 
alike, in dealing with their mcome and charges, all 
works of the same actual character, irrespective of the 
sources which supphed the funds required for their 
construction, and to determine the extent to which 
funds should be obtained by borrowing, on a considera- 
tion of the urgency of the demand, and of the capacity 
of the revenues to meet the charges for interest in ex- 
cess of the anticipated income of the whole of the 
works Considerations which properly arise in respect 
of the manner of obtaimng the funds for construction, 
have no legitimate bearing on the subsequent financial 
treatment of the works when constructed Purely 
technical distinctions have now been created between 
works^alled ‘productive,’ ‘protective,’ and others, which, 
having identically the same actual characters, are called 
neither the one nor the other Those works are held 
to be ‘productive,’ and are exclusively earned out with 
borrowed funds, which are estimated to yield, in a time 
arbitrarily fixed, an arbitrary rate of profit, on an outlay 
also estimated on arbitrary rules Other works, abso- 
lutely identical in every respect, excepting that they 
cannot be brought within these precise limits, but will 
piesumably afford protection against famine, have been 
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called ‘ protective ’ and may be constructed out of 
revenue only Nor is this all , for works, still identical 
in essentials, though not i equinng borrowed money for 
their execution, nor calculated to give special protec- 
tion against famine, fall into another categoiy Differ- 
ent rules are laid down for the sanction and treatment in 
the accounts of these various classes which are undis- 
tinguifahable in any othei way The ‘productive’ work 
may quite possibly give a smaller net return than the 
‘ protective ’ , and it has even happened that different 
portions of the same railway have fallen within different 
classes 

Such a system makes it extremely difficult, even 
for those most famihar with it, and conveisant with 
the actual position of the various works, to acquiie a 
proper insight into their operation , while to others, the 
result IS hopeless confusion It may perhaps appear 
incredible, but it is true, that under the existing 
rules, strictly applied, the East Indian Eailw ay would 
have been proscribed, and the construction of the 
Ganges canal would have been impossible , nor is it 
wonderful that these artificial barriers are disregarded, 
however demoralising the practice, whenever the su- 
preme controlling authority desires to find a plausible 
excuse foi doing so 

It can hardly be too often or too plainly repeated 
that no real safeguard against the waste of the public 
resources is to be Wnd in the multiplication of restnc- 
tions, which may wholly arrest the expenditure, but are 
powerless to control its economical apphcation , nor in 
estabhshing checks exercised upon estimates only, by 
distant authorities — the Government of India and the 
Secretary of State— -who can have but an imperfect 
knowledge of local wants and capacities No provision 
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13 thus made for guardmg against the actual conse- 
quences of error, nor for obtaining any self-acting system 
of check -which shall thro-w back the burdens of ill- 
considered expenditure on those -who recommended it 
The true method of obtaimng the requisite securities 
m this, as in all other pubhc expenditure, is to substi- 
tute for a merely restrictive financial pohcy directed by 
a centralised authority, one based on the recognition of 
the efficacy of local responsibihty The expansion of 
provmcial ^ancial authority would secure such a result 
A healthy constitutional sense of responsibihty would 
be estabhshed which should ensure the efficient per- 
formance of all local admimstrative services, and the 
punctual discharge of all local habihties, without the 
interference in details of a central authority It would 
be easy to define the hunts beyond which the pro-vmcial 
revenue might not be charged by reason of interest on 
borrowed capital, and, that limit being reached, outlay 
should be stopped until by an mcrease of income or 
reduction of expenditure an available margin had been 
restored Arrangements could be made for the dis- 
charge year by year of a fixed proportion of the debt 
mcuried for cairymg out local improvements, so that 
the burden of their first cost might be distnbuted over 
a term of years, while the indefimte accumulation of 
habihties would be prevented The whole of the 
charges and income of the works being locahsed, the 
provincial revenues would reap the advantage of 
economy and good management, while the consequences 
of insufficient estimates or other deficiencies would be 
immediately brought home to those responsible for 
them 

Eeasons have elsewhere been given for regarding 
the State income derived from railways, as one of the 
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certain and growing sources of revenue which it is of 
the greatest importance to retam and develop, and the 
hope may'again be expressed that it will not be endan- 
gered by rash departure from a policy which has 
already given such substantial proofs of its wisdom 
Doubtless the railways should not be worked with a 
view to obtaining from them any excessive income, or 
more than may jfairly be asked in return for the ser- 
vices rendered In fact increasmg receipts, and rela- 
tively reduced expenses, will follow only on a moderate 
taiilf, of which the evidence is as complete in India as 
elsewhere 

Little farther remains to be said on these matters 
Although the pubhc interests imperatively demand that 
the great works, to which special reference has now 
been made, should be retained by the State as pubhc 
property for the benefit of the people of India, it is im- 
possible to doubt the inestimable importance of 
encouraging the application, by private enterprise, of 
Enghsh capital to purposes of Indian improvement 
There is ample and almost boundless scope for such 
investments in undertakings, the successful prosecution 
of which IS incompatible with Government interference 
in any shape, and in respect to which complete freedom 
of action IS as essential in the pubhc interest, as is State 
control m the case of railways and canals * 

Dull explanations have already been given regarding 
the development of provincial financial responsibility , 
and among the subjects discussed m this volume, there 
is assuredly none of greater practical moment On 
one of Its aspects, however, something remains to be 
said. It IS one of the present mevitable conditions of 
Indian admimstration that it should be almost entirely 
free from the immediate control of what is commonly 
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described as public opinion To some small extent, in- 
deed, tbis may be said to operate in tlie local legislative 
councils, on the branch of business which is there con- 
ducted But in respect to the public expenditure, it 
stiU has to be called into action There is no portion 
of the work of admimstration in which the expression 
of public opmion, even if it were not always intelligent, 
would be more useful, and measures by which it could 
be encouraged and called forth would not only be 
beneficial to the local government, but valuable as 
steps in political education The larger authority 
which is now vested m the local governments in finan- 
cial matters, would gain in efficiency if exercised with 
increased pubhcity, and local discussion by a body not 
wholly composed of officials would, no doubt, prove in 
India, as elsewhere, to be an important aid to the 
economical admimstration of the finances 

Nothing could be more foohsh than to attempt to 
create assembhes havmg plenary power over the pubhc 
income and expenditure India is not a country for 
such experiments What is really to be desired is not 
to weaken the action of authority, but to take a step 
towards the formation of a pubhc opinion which shall 
assist the responsible Government for the advancement 
of provincial and local objects Checks, which under 
diflereht social and political conditions are useful and 
necessary, would be wholly out of place, and the object 
m view could probably be safely obtained by creating 
local consultative bodies, before which would be placed 
every year the piovincial budget estimates of receipts 
and expenditure The local government would be ex- 
pected to set these forth in detail, and to explain any 
portion of the estimates the pohcy of which was 
challenged Such a body should contain the chief 
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e\ecutivo officers of the local government, together 
■with non official persons of local knowledge, -weight, 
and intelligence Pohtical discussion should under no 
circumstances be permitted, the business being re- 
stricted to the consideration of the estimates, so far 
as they he -within the hmits of the authority of the 
local government The existmg constitutional law of 
India entrusts ah questions of taxation to the final 
decision of the Government of India, and no infringe- 
ment of this rule should^ be permitted Purther, to 
prevent misconceptions as to the scope of the func- 
tions to be performed, it -would be inexpedient to 
entrust them to the existing local legislatures, or to 
combine with those legislatures such bodies as those 
which it has now been proposed to create 

The relation of the Government of India to the 
geneial financial administration of the whole country 
IS so entirely diflerent fiom that which subsists between 
the local governments and their financial administiation, 
that no true analogy can be established between them , 
the chief arguments which go to support such pro-^ 
posals as have been made m respect to the provincial 
governments are therefore inapphcable in the case of 
the Government of India No corresponding body 
could possibly be created in connection with the 
Supreme Government * 

Among the other subjects already treated at some 
length, there are some of exceptional importance, in 
relation to which the policy adopted m the immediate 
future is likely to have dominant influence on the fiscal 
history of India 

Some advance has been made towards the fiiore 
equitable adjustment of the pubhc burdens, by giving 
greater rehef to the poorer classes, and placing a fairer 
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share on the rich This is an object of incontestable 
importance, and for its more complete attainment the 
present improved condition of the finances offers fresh 
facilities It would be a great misfortune if the surplus 
revenue, which has now been secured^ were applied 
otherwise or dissipated To abandon the measures 
which have been taken for the partial redress of these 
inequahties, such as the licence tax on the most 
wealthy class of tiaders, and the cesses on the land in 
Bengal, would be to sacrifice ground gamed with diffi- 
culty m a most just cause 

But it is not to be concealed that there are powerful 
influences m operation, seeking such a movement, and 
that strenuous efforts will be required to reast it, and 
to secure, instead, the further remission of those burdens 
which stiU weigh m undue proportion on the great 
mass of the population Among such burdens should 
be specially named the Salt duties It has been shown 
m this work how successful have been the measures 
already taken for their reduction, and how essential it 
*is, in the interests of the people and the finances, that 
those measures should receive a further and large 
development 

JSTot less grave are the considerations which demand 
the early remission of all imposts on trade To ensure 
the ^phcation of the capital which India requires 
for her proper development, mvolving as this does the 
continued growth of the foreign remittances, already 
so large, wider markets will be necessary for her 
increased and more valuable produce, and these can 
only be profitably found in combination with a corre- 
spoMing expansion of her import trade. The conditions 
under which her further progress is possible, demand 
the most complete removal of all obstacles to the freedom 
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and growth of her commerce, both fiscal and material 
How she responds to the removal of such obstacles is 
illustrated in a remarkable manner by the sudden 
creation of the wheat trade, following immediately on 
the remission of the export duty, and the opemng up 
by railways of the irrigated wheat-producing districts 
Improvement in the material condition of the people 
of India, without which no other forms of progress can 
be assured, is to be obtained only through an accumu- 
lation of wealth accompanying a steady development 
of the foreign trade The means of accomphshing 
this are obvious and quite within our reach, if we 
fail to provide them, we fail to fulfil a most impeiative 
duty of the governors to the governed These means 
he, as this volume seeks to estabhsh, in an intelligent 
extension of the great pubhc works which the country 
requires, whereby will be ensured its future well-being, 
and the contmued prosperity of its finances 



